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1. When this big slugger throws his 
punch of steel and ‘TNT, he doesn’t fool. 
He plays for keeps! And the men who 
handle this mammoth gun need detailed 
information on distance, wind velocity. 
and the earth’s curvature. This and other 
firing data are co-ordinated on typewriters. 


Hront 





4. American bombs and bombers 
will one day spell disaster for the axis. In 
the building of thousands of planes, the 
typewriter is kept busy typing plans, spe- 
cifications, orders, and reorders. When in 
the air, the radio operator of each bomber 


uses a typewriter to quickly record flying 
orders received by radio. 


2. Tons of fighting steel . . . swift jug- 
gernauts clanking into battle, blasting all 
opposition with cannon and heavy machine- 
gun fire. ‘Typewriters recorded a thousand 
details essential to the building of these 
hard-hitting monsters, and typewritten 
orders send them hurtling into battle. 
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3. Typewriters are busy at a hun- 
dred jobs aboard swift destroyers patrol- 
ling American waters. On each destroyer 
there are at least 16 typewriters. An air- 
craft carrier is equipped with 80 to 90 
typewriters. while a battleship has 60, and 
a cruiser anywhere from 16 to 25. 
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5. The Royal Typewriter Company 
is proud to be playing an important part in 
providing the United States Government 
with the thousands of typewriters needed 


by all branches of the armed services. 
Royal also is proud that a large part of its 
production capacity is now being converted 
to the manufacture of ordnance. 
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DOING THINGS OVER 
SLOWS THINGS UP 






Check over any accounting routine and you'll find 
two facts: (A) much of it is a repetitive process 






—just copying the same things over—(B) that re- 






copying not only breeds human errors but uses 






=__===—|-\|_ ~valuable work-hours to no good end; actually 
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GLAN FORMS || retards the very thing you’re trying to do, namely, 









t = |\\ get totals and reports that guide management! 
x ‘ones Figures are no good unless they’re fresh and 
==INVOICES=== ; ae 

oe accurate. Ditto one-writing methods get fresh, 


accurate answers! Ditto one-writing methods are 


the natural response of business to the too- 


complex, repetitive systems in vogue. They are 





4 2-- a revelation to executives who are charged with 
=. PRODUCTION 


== ORDERS= > - responsibility for payroll, billing, production, 


pete purchasing, inventory, accounting—they are a 





route to speed, accuracy and personal effective- 


ness. 








Send coupon for fascinating booklets, ‘The GELATIN AND LIQUID 
New Trend in Accounting,” and ‘“‘Copies, Their MACHINES—Because 
: 5 ae Ditto leads, Ditto offers most 

Place in Business”—a profitable move for any advanced types of both gela- 


—— tin and liquid duplicators. 
executive: 





DITTO, Inc. 

2216 W. Harrison St., Chicago 

Gentlemen: Without obligation please send me: 
( ) New D-44 Data 
( ) “Copies —Their Place in Business” 
( 
( 




















) “A New Trend in Accounting—Order-Billing” 
) Arrange a Ditto demonstration for me 


BE PREPARED! 


Be informed! Send for stud- 


ies, forms and manual of Map Wee. <v és bodes cdecedtseuseeldiedeodaede tc aaadaane 
methods in actual use, prov- 

ing Ditto’s speed and econ- COMPANY occcecccecccccccevccccecocccocesecccestescsescoseccce 
omy!...DITTO, Inc., 2216 W. Abs cevicctiuuntisvigegoaceeidasentsdhiganeiaeademuaees 


Harrison St., Chicago, U.S.A. 


GR vvivcccesicceveciaiasiave CMBR 6 iiccdiccens SlabCrcccccess 
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For C) Years 


the I. A. S. technical staff has been 
devoting its efforts to one ideal—the 
development of a training plan flexible 
enough to give each individual student 
just what he needs to obtain the most 





thorough accounting instruction in the 


shortest possible time. 


We are proud that this constant endeavor 
has fully prepared us to meet the present 


demand for quick training in accounting 


subjects. 


Any member of your staff can obtain 
full particulars, without any obligation what- 
ever, by addressing a letter or postcard to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 7 


A Correspondence School Since 1903 


3411 SOUTH MICHIGAN AVENUE -+ CHICAGO, ILLINOIS 
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NEW MEMBERS OF INSTITUTE 


At a meeting of the Board of Directors 
of The Controllers Institute of America 
held March 27, 1942, the applicants named 
below were elected to active membership in 
The Institute: 


L. A. BEAZLEY 
United Hosiery Mills Corporation, Chat- 
tanooga, Tennessee. 

JOHN M. BIGGINS 
Elgin National-“Watch Company, Elgin, 
Illinois. 

GEORGE A. BRICAULT 
Adler Sons Shoe Corporation, New York 
City. 

WILLIAM M. BROWN 
The Robinson Clay Product Company, 
Akron, Ohio. 

L. B. BUCHANAN 
Chicago Mill & Lumber Company, Chi- 
cago. 

CHESTER F,. BUCKLEY 
Borden’s Farm Products Company, New 
York City. 

EDMUND S. CHoppD 
Dixie Mercerizing Company, 
nooga, Tennessee. 

PHILLIPS S. CRUTTENDEN 
Murta Appleton’ & Company, Philadel- 
phia. 

FLloyp C. DELANEY 
Interstate Life and Accident Company, 
Chattanooga, Tennessee. 

G. A. ELLERTHORPE 
Ainsworth Manufacturing Corporation, 
Detroit. 

WILL FLYNN 
Louisiana Shipyards, Inc., New Orleans, 
Louisiana. 

THEODORE F. GLOISTEN 
The American Home Magazine Corpora- 
tion, New York City. 

KEITH J. HARRIS 
Ross-Meehan 
Tennessee. 

Scott HARROD 
Spiegel, Inc., Chicago. 

WENDELL D. HILL 
Provident Life and Accident Insurance 
Company, Chattanooga, Tennessee. 

Dewey G. HIXsoNn 
Chattanooga Bakery, Inc., Chattanooga, 
Tennessee. 

J. VicTOR JAEGER 
Brooks-Scanlon Lumber Company, Inc., 
Minneapolis, Minnesota. 

OLIVER B. JOHNSTON 
Walt Disney Productions, Burbank, Cali- 
fornia. 

VANCE KING 
Richmond Hosiery Mills, Rossville, Geor- 
gia. 

JosEPH B. LANTERMAN 
American Steel Foundries, Chicago. 

Dr. EpwArD B. LOGAN 
Budget Bureau, Governor’s Office, Com- 
monwealth of Pennsylvania, Harrisburg, 
Pennsylvania. 

J. H. Loxyar, Jr. 
Republic Supply 
Texas. 

GEORGE E. Morris 
Walt Disney Productions, Burbank, Cali- 
fornia. 

JOHN A. OLSEN 
Schering Corporation, Bloomfield, New 
Jersey. 


Chatta- 


Foundries, Chattanooga, 


Company, Houston, 


L. S. PARKER 
Gilmore Oil Company, Los Angeles. 
E. C, Peer 
Transcontinental & Western Air, Inc., 
Kansas City, Missouri. 
ROBERT W. PRATT 
Montgomery Ward & Company, Kansas 
City, Missouri. 
MELVILLE J. ROEDER 
L. & E. Stirn, Inc., New York City. 
Louis SALLET 
Technicolor Motion Picture Corporation, 
Hollywood, California. 
BEN SEGAL 
The Sabin Robbins Paper Company, Cin- 
cinnati. 
G. FRANK SMITH 
Liberty Mutual Insurance Company, Bos- 
ton. 
ROBERT G. WARING 
Butler Manufacturing Company, Kansas 
City, Missouri. 
HERBERT F. WELCH 
Citizens Utilities Company, Minneapolis, 
Minnesota. 
HarOLp E. WELDON 
H. P. Hood & Sons, Inc., Boston. 
ROBERT A. WICKES 


American Bosch Corporation, Spring- 
field, Massachusetts. 

Jack R. WILKINSON 
Davenport Hosiery Mills, Inc., Chatta- 


nooga, Tennessee. 

CecIL R. WOMBLE 
The Volunteer State Life Insurance Com- 
pany, Chattanooga, Tennessee. 

KARL ZIMMERMANN 
Ciba Pharmaceutical Products, Inc., Sum- 
mit, New Jersey. 








Election of the 38 new 
members named above 
brings the total mem- | 
bership of The Institute 


| to 


1,717 


During March, 1942, 


thirty applications for 


|membership were re- 


ceived by The Institute, 


from controllers of well 


known companies. 











DATES AHEAD 


Eastern Spring Conference 
April 13, 1942, New York City 


Tri-Control Conference 


(Buffalo, Rochester, Syracuse 
Controls) 


May 1, 1942, at Buffalo 
Midwestern Conference 
May 17-18, 1942, Cincinnati 


Pacific Coast Conference 


(Los Angeles and San Francisco 
Controls) 


May 23, 1942, Los Angeles 
llth ANNUAL MEETING 


September 21-23, 1942, Chicago 


MEETINGS OF CONTROLS 


April 
April 1—Bridgeport 
April 2—Philadelphia 


April 7—Buffalo, Twin Cities 
April 8—Baltimore, Detroit 
April 9—Dayton, Hartford 
April 13—Kansas City 


April 14—Cincinnati, Cleve- 
land, Milwaukee, Chattanooga 

April 16—Los Angeles, San 
Francisco 


April 21—New England, Syra- 


cuse 
April 22—Indianapolis 


April 27—Pittsburgh, St. Louis | 
April 28—Chicago, District of | 


Columbia, Houston 
April 29—Rochester 


May 
May 5—Twin Cities 
May 6—Bridgeport 
May 7—Philadelphia 


May 11—Kansas City 

May 12—Cleveland, Milwaukee 
May 13—Baltimore, Detroit 
May 14—Dayton, Hartford 


May 19—NewEngland, Syracuse | 


May 21—New York City 
May 25—Pittsburgh, St. Louis 
May 26—Chicago, District of 


Columbia, Houston 


May 27—Indianapolis, Roches- | 


ter 


Note: These are scheduled dates. 
Some changes may be made. 
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Lditortal Comment 


"What We Are Doing with Their Money’’ 

LETTER received by the editor, from the presi- 
A dent of a large company which is engaged al- 
most exclusively in producing equipment for the 
government's war effort, expresses the opinion that 
current methods of reporting financial operations, 
while clear enough to minds trained along account- 
ing lines, do not mean so much to the average mind. 
This is particularly important, this executive writes, 
in the case of business done with the people of the 
United States through their government. 

“There is, naturally,” he continues, ‘‘a lively in- 
terest on the part of our customers, that is, the public, 
and a grave responsibility on our part, to see that they 
understand what we are doing with their money. If 
we give the impression of high prices, high gross 
profits and high income taxes, when the net return to 
us may be a pittance, then we are not doing justice to 
ourselves or the public.” 

This business executive believes that this condition 
is a challenge to controllers, as indeed it is. He urges 
that controllers pick up the gauntlet, and let the light 
in on the subject. It would be a real service to business 
to do so. 


Should Not Sap Financial Strength 

ONTROLLERS generally, as well as other busi- 
C ness executives who have been following closely 
the recommendations which have been made by the 
Treasury Department and its various spokesmen 
with respect to proposed rates and methods of taxa- 
tion to be incorporated in the new revenue and excess 
profits tax acts, are of the opinion that the proposed 
rates are considerably too high for the ultimate in- 
terests of both government and business. 

So far as can be learned from the discussions had 
before the Committee on Ways and Means, of the 
House of Representatives, there seems to be a fear of 
that condition among members of that Committee. 
Aggressive support for a move for lower rates would 
seem to be in order, and probably will be forthcom- 
ing before the hearings in Congress come to an end. 
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Under current needs for revenue there should be 
no question but that business men generally are in 
favor of a law that will raise and equitably distribute 
as heavy a tax as industry can carry without killing the 
profit incentive at this time, and sapping the financial 
strength of business for the immediate post war pe- 
riod. Tax rates in the new law that might do either one 
of these things will do serious damage to the war ef- 
fort and the future business life of this country. 


Deep Interest in C ontrollership 


+ ONTROLLERSHIP and the type of work which 
controllers are performing, their duties, respon- 
sibilities, authority, relations with other officers of 
their companies and with governmental and financial 
agencies—all of this is very much in the minds these 
days of business men, bankers, government officials 
and members of boards of directors. 

From the Metropolitan Life Insurance Company 
comes word that its booklet, “Functions of the Con- 
troller,” one of a considerable series issued by the 
Policyholders’ Service Bureau of that company, is the 
most active in the list. Eleven thousand copies of it 
have been distributed in a little more than five years. 
The booklets are sent out mostly upon request, and 
this circulation is evidence of a very keen interest on 
the part of the business public in anything that per- 
tains to controllership. 

When the current edition of the booklet was being 
prepared in 1936, the Metropolitan called on The Con- 
trollers Institute of America to assist. The Institute 
supplied material which constitutes a large part of the 
booklet, for which “generous cooperation” the Met- 
ropolitan gave acknowledgement in the Foreword. 

The current edition is about exhausted, and The 
Metropolitan has asked The Institute for suggestions 
which will aid it in bringing the presentation down to 
date. The Institute will cooperate, as before. There 
have been many significant developments during the 
past five years, as controllership expanded, surged 
ahead, and was accorded recognition such as it had 
never enjoyed before, by business men and govern- 
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mental authorities. An attempt will be made to reflect 
these developments in the new edition of the booklet. 


Contribute in Greater Measure to Our Nation” 


A MESSAGE written on September 23, 1941, by Mr. 
Walter L. Eggert, president of the San Francisco 
Control of The Controllers Institute of America, to 
the members of The Institute, is even more timely 
today, with the country at war, than it was when he 
wrote it. He said: 

“We realize that with the increased responsibili- 
ties and complexities of business today, there is an 
opportunity for controllers such as has never before 
presented itself. The responsibilities of controllers 
have increased tremendously, but with increased re- 
sponsibilities has come the opportunity to contribute 
in greater measure to our employers and our nation 
through the exercising of sound and farsighted 
judgment. In these increased responsibilities, we feel 
that the national organization is rendering outstand- 
ing service, and we in San Francisco are anxious to do 
our part in every way.” 


Controllers’ War Conference 
HE War Conference of Controllers scheduled 
for April 13, at the Waldorf-Astoria Hotel, New 
York City, under direction of The Controllers Insti- 
tute of America, will be the first large assemblage of 
controllers to be conducted under war conditions. 
For that reason alone it constitutes a worthwhile af- 
fair, as it seems destined to throw light on many prob- 
lems with which controllers have been confronted 
since the United States entered active warfare. 
The program, which has been mailed to several 
thousand controllers, lists many subjects of grave im- 


145 


portance to business concerns. Controllers must know 
the details of handling war contracts, and of com- 
plying with the hundreds of government orders and 
regulations, if they are to be of real service to their 
managements. It is obvious that this exchange of in- 
formation and this exploration of difficult phases of 
controllers’ problems, will be a real aid to these over- 
worked individuals. The time it will take to absorb 
this available information will be repaid many times 
over in the difficult days that lie ahead. 


Primarily Concerned with Inequities 


O N March 19, a carefully prepared statement, 
drawn up by a committee of The Controllers 
Institute of America known as the Committee on Co- 
operation with the Treasury Department, was pre- 
sented to the Committee on Ways and Means, of the 
House of Representatives. The presentation was 
made by Mr. Alger B. Chapman, attorney. A summary 
of the statement appears on pages 146 and 147 of this 
issue. 

Following the presentation of the statement, sev- 
eral questions were asked by the Chairman and other 
members of the Committee, directed primarily to the 
question as to how the revenue should be obtained. 
It was pointed out by Mr. Chapman that, although 
The Institute had expressed its objection to the ex- 
treme corporate rates proposed by the Treasury, the 
membership of The Institute, consisting of corporate 
accounting officers, is primarily concerned with the 
inequities and hardships resulting from defects in the 
present corporate tax structure, the correction of 
which now is even more essential than heretofore by 
reason of the fact that a substantial increase in the 
corporate tax rates is inevitable. 
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Institute’s Recommendations 


Concerning Tax Legislation 


The Controllers Institute of Amer- 
ica presented to the Ways and 
Means Committee of the House of 
Representatives, on March 18, a 
memorandum concerning. coming 
enactment of new income and ex- 
cess profits legislation. The memo- 
randum was prepared by The Insti- 
tute’s Committee on Cooperation 
with the Treasury Department, of 
which Mr. F. G. Hamrick, of Amer- 
ican Smelting and Refining Com- 
pany, is chairman. The presenta- 
tion was made by Mr. Alger B. 
Chapman, attorney, of Alvord and 
Alvord. 

Space limitations prevent re- 
production of the memorandum in 
full in these columns. Copies of 
the memorandum have been mailed 
to members of The Controllers In- 
stitute of America, and are avail- 
able to others at a small charge. 

There follows a brief summary 
of the memorandum: 


SUMMARY OF MEMORANDUM 
Mr. Chairman and Members of the 
Committee: 

My name is Alger B. Chapman. I 
am appearing on behalf of The Con- 
trollers Institute of America. 

I ask the privilege of submitting 
for the record The Institute’s pre- 
pared statement in which its recom- 
mendations with respect to the first 
Revenue Act of the war are presented 
in detail. 

In addition, I should like a few 
minutes in which to describe the gen- 
eral nature of the statement and run 
through this outline of a few of the 
principal recommendations. 

The Controllers Institute is com- 
posed of the chief accounting officers 
of some 1,700 corporations, both small 
and large, engaged in all kinds of busi- 
ness enterprises throughout the United 
States. As controllers, they are re- 
sponsible not only for the correct pres- 
entation of the financial results of op- 
erations, but also for their corpora- 
tions’ compliance with the Federal tax 
statutes. In carrying out these duties, 
the members have had the opportunity 


to observe at first hand the actual op- 
eration of the Federal corporate tax 
laws. 

The Institute has customarily de- 
voted itself to the various defects and 
imperfections in the structure of the 
corporate tax which make for discrim- 
ination and unnecessary hardship, and 
prevent a fair and equitable distribu- 
tion of the corporate tax burden. 

It is conceded by the Treasury that 
serious defects and imperfections exist 
in the law today. Congress is aware of 
them, but found it necessary last year 
to postpone consideration of their cor- 
rection. It was contemplated that a so- 
called administrative bill would be 
passed prior to March 15 of this year, 
carrying correcting amendments. 

The Institute in its prepared state- 
ment again urges that, regardless of 
the corporate tax rates or the aggre- 
gate corporate tax burden ultimately to 
be imposed, the following changes in 
the corporate tax structure should be 
made in the interests of fairness, 
equity and simplicity: 


(1) In computing current taxable 
income, an appropriate adjustment 
should be provided for the post-war 
losses which will inevitably be in- 
curred in shifting back from the ex- 
traordinary war production to normal 
peace-time activities. 


(2) The right to accelerated depre- 
ciation and obsolescence by reason of 
extraordinary war production activi- 
ties should be made clear in the stat- 
ute. 


(3) The bad debt provision should 
be amended, as recommended by Mr. 
Paul, to eliminate the ascertainment 
of worthlessness and the charge-off re- 
quirements, and a seven-year period of 
limitations in respect of refund claims 
relating to bad debts and worthless se- 
curities should be allowed. This is par- 
ticularly important now because of the 
present uncertainty as to the worthless- 
ness of foreign invesiments. 


(4) With respect to the excess 
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profits tax, the schedule of graduated 
rates based on the mere dollar amount 
of excess profits should be replaced 
by a schedule based on the ratio of ex- 
cess profits to normal profits. Such a 
schedule was provided in the excess 
profits laws of 1917, 1918, and 1921. 
It was recommended by the Ways and 
Means Subcommittee in 1940 and by 
Mr. Sullivan in 1941. As Senator 
George pointed out in his statement 
on the Conference report on the Sec- 
ond Revenue Bill of 1940, it is the 
only fair method of taxing excess 
profits. 

(5) The excess profits credit carry- 
over should carry backward for the 
two previous years as well as forward 
to the two subsequent years. There is 
no reason for treating a corporation 
which has loss years preceding profit 
years differently from one which has 
profit years preceding loss years. The 
necessity for a leveling off, or aver- 
aging, is identical in both cases. 

(6) In computing invested capital, 
a corporation should be entitled to use 
the actual cost of the property ac- 
quired for its stock, whether or not 
acquired in a tax-free exchange. The 
present requirement that the predeces- 
sors basis must be used in tax-free 
exchanges produces an erroneous re- 
sult in every case where identity of 
interest does not exist between the 
taxpayer and its predecessor. 

(7) In computing base period aver- 
age earnings for the years 1936 to 
1939, inclusive, the taxpayer should be 
allowed to use any three out of the 
four years. The provision of the pres- 
ent law to the effect that the larg- 
est loss year may be included at zero 
in computing the four-year average is 
an ineffectual recognition of the fact 
that, generally speaking, the base pe- 
riod 1936 to 1939 does not reflect a 
period of normal earnings. Even Can- 
ada allows the taxpayer to use three 
out of four years if any year in the 
base period is less than 50 per cent. 
of the average of the other three. 





















(8) Supplement A should be com- 
pletely overhauled. It was originally 
written for the 1940 House Bill, and 
has been out of whack ever since the 
policy was changed in the Senate Bill 
to extend the average earnings credit 
to corporations in existence during any 
part of the base period. Among other 
things, the normal growth provision 
should be included in Supplement A. 
It was omitted by mistake. This re- 
vision in its entirety unquestionably 
should be made retroactive to 1940 
when the mistake was first made. Post- 
ponements in correcting conceded mis- 
takes should not be charged against 
the taxpayer. 


(9) The highest bracket amount 
provisions should be revised so that a 
corporation will not be penalized every 
time it contributes property to a sub- 
sidiary, even though no reduction in 
the aggregate tax liability of the two 
corporations is possible. The result 
under the present law is so extreme 
that it has represented a trap in which 
many corporations have been caught 
unawares. 

In addition to the foregoing, there 
are a number of more technical amend- 
ments urged in The Institute’s pre- 
pared statement, which are essential 
in order to prevent unintended hard- 
ship. 

As stated by Secretary Morgenthau, 
under the impact of very high tax 
tates, it is more essential than ever 
before that a fair measure for deter- 
mining net income subject to excess 
profits taxes be established, that re- 
lief be provided to eliminate obvious 
and unintended hardship, and that de- 
fects in the operation of the law be 
corrected. 

With respect to the changes in the 
present law proposed by Mr. Morgen- 
thau and Mr. Paul, The Institute has 
the following observations to make: 


(1) The Institute agrees whole- 
heartedly with the recommendation 
that the capital stock and associated 
declared value excess profits tax be 
repealed. The Institute has previously 
urged its repeal. 

(2) As indicated above, The In- 
stitute is in accord with the proposal 
to broaden the relief provisions to 
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take care of unforseeable abnormalities 
that cannot be anticipated in specific 
provisions. 

(3) It favors the proposal to re- 
move the interim report requirement 
under the last-in, first-out method of 
inventorying. 

(4) However, it is opposed to the 
recommendation that corporate capital 
losses should not be deductible from 
ordinary income. 


(5) It is opposed to the proposed 
amendments to the pension trust pro- 
visions which, as pointed out in the 
prepared statement, would invalidate 
many of the large industrial pension 
plans now in existence for the pur- 
pose of preventing a relatively incon- 
sequential use of the pension trust as 
a tax avoidance device. 
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Finally, while The Institute ordi- 
narily does not concern itself with the 
question of tax rates, it feels justified 
in this instance in registering its op- 
position to the extraordinary corporate 
tax rates which have been proposed by 
the Treasury. Without desiring to 
make any specific recommendations as 
to alternative methods of raising the 
required revenue, and without intend- 
ing to minimize the difficulties with 
which the Congress is faced in this re- 
gard, The Institute wishes to go on 
record to the effect that the proposed 
rates will, in its judgment, have far 
more serious effects than Mr. Morgen- 
thau predicts, and that many corpora- 
tions will not be left with a sufficient 
margin of income for dividends and 


safety. 


Holds Competitive Conditions 
Lessen Usefulness of “LIFO” 


Epitor, The Controller 


I have read with interest the article in the March CONTROLLER on the subject 
“The Last-In, First-Out Method, or Elective Inventory Valuation,” and assume 
the examples given illustrate the author’s conception of the many advantages 
claimed for this system. 

Unfortunately, the most important factor in the situation is not reflected in 
the illustrations given in the article in question, viz. the relative selling prices 
during the price cycle, and their unavoidable lag behind costs in a rising market. 
I have therefore introduced into the “Price Cycle’ figures shown in table (B) 
on page 104 of the March issue, assumed selling prices during the three years 
of the complete cycle (based on 50 per cent. above the average of the current 
and previous years’ purchases) with the following results: 

















Selling Price Cost of Sales Cost or Mkt. LI.F.O. 
and Sales Value Cost or Mt. L.LF.O. Profits 
lst Year 12c 12,000,000 8,000,000 10,000,000 4,000,000 2,000,000 
2nd Year 15c 15,000,000 10,000,000 10,000,000 5,000,000 5,000,000 
3rd Year 12c 12,000,000 8,000,000 6,000,000 4,000,000 6,000,000 





13,000,000 13,000,000 








It does not require much study of the above to dispose effectively of the claim 
that the L.I.F.O. method “helps to reduce violent fluctuations and to level off 
peaks and valleys,” and other advantages claimed for this system can be equally 
well shown to be untenable unless the relation of selling prices to cost can be 
more closely controlled than competitive conditions have permitted in the past. 

For others who may be interested, I assume that you will have no objection 
to giving equal publicity to this contribution to the subject. 

Note: This letter arrived too late to permit submission to the author of the 
article which appeared in the March issue. He will be given an opportunity to 
reply, if he wishes. THE Eprror. 











Our Federal Government must pay 
the cost of war as the war proceeds. 
The only choice concerns the method 
by which it comes into possession of 
the resources. This choice is limited 
to taxation, loans out of savings, and 
inflation which comes from the cre- 
ation of new money. If we are to pre- 
vent inflation, which is the definite 
purpose of the Administration, we 
must see that the war is soundly fi- 
nanced, which means that the war 
must be paid for almost wholly out of 
taxes and savings. 

We have always had a considerable 
measure of inflation in past wars. Dur- 
ing the Civil War the prices of com- 
modities at wholesale rose about 140 
per cent.; it took about 240 dollars to 
buy at wholesale in 1865 what could 
have been purchased for $100 in 1860. 
We attributed the inflation to the large 
issue of paper currency, the Green- 
backs, and we thought during the last 
World War that we should avoid in- 
flation if we avoided the issue of pa- 
per currency on the part of the Gov- 
ernment, but we found that the price 
level rose almost as much during that 
War as it did in the Civil War, the 
wholesale price increase amounting to 
about 130 per cent. We achieved this 
result by a new and more insidious 
form of inflation, the sale of bonds to 
the commercial banks, and by the fur- 
ther method of allowing the individual 
purchaser of bonds to borrow on their 
security at his commercial bank. The 
effect of all this was to increase greatly 
the bank deposits subject to check, that 
is, to increase the effective monetary 
supply of the country, which was used 
rapidly during the War, causing a very 
considerable increase in prices. 

There is a strong tendency for all 
ptices to rise in wartime, and the cause 
of this is obvious. If uncontrolled, 
military and naval supplies will in- 
crease rapidly in price because of the 
great increase in the demand for them. 
By priorities, which means the ration- 
ing of firms, the government is able 
to cut off other demands and thus to 


War Finance and Price Control 


By Dr. Herbert F. Fraser 


a great extent hold down prices. It 
can put a stop to ordinary peacetime 
work and direct all activity towards 
war purposes. In this way it can elimi- 
nate competition for supplies and put 
itself in a strong bargaining position 
so as to keep prices down. But the in- 
crease in prices that affects the ordi- 
nary private citizen is the rise in the 
price of consumption goods, the rise 
in the cost of living, which, if a war 
lasts long enough, will always outrun 
any increases in wages and salaries. 


SUPPLY AND DEMAND 


It is quite clear why the price of 
consumption goods should rise. The 
war causes a considerable increase in 
the purchasing power of workers gen- 
erally. The rising demand for workers 
causes wage rates to go up, and more 
men are employed at the higher rates. 
Men work longer hours and get in- 
creased pay. Thus into the consump- 
tion markets comes increasing purchas- 
ing power, and the problem of price 
control becomes that of reducing this 
purchasing power so that it cannot be 
used against a limited or declining 
volume of consumers’ goods. 

As the war goes on and more capital 
and labor are devoted to war purposes 


the actual amount of goods available 
for consumption will surely be re- 
duced, and this happens at a time 
when consumers are likely to have 
much more money than usual to spend. 
Competitive bidding against one an- 
other will not increase the supply of 
goods but will have the effect only of 
causing prices to go up rapidly, and as 
ptices rise the demand for increasing 
wages becomes insistent and effective. 
Thus we generate the inflationary spi- 
ral, and set the stage for a great post- 
war deflation and depression when the 
hectic war days are over. If we are to 
make an orderly readjustment to peace 
time conditions we must hold prices 
in check. We can do this by control- 
ling both the forces of demand and 


supply. 


INCOME TAX vs. CONSUMPTION 
Goops 


To check the demand for consump- 
tion goods it is necessary to reduce ef- 
fective purchasing power, and by far 
the best way to do this is by taxation 
especially income taxation. If taxes 
are stiff enough, purchasing power in 
the hands of the citizen will be so re- 
duced that he will not be able to bid 
prices up. The basic problem of sound 














FIGHTING INFLATION AS A FIFTH COLUMN 


The fifth column of rumor, slander, sly negations and sabo- 
tage has made little headway toward the destruction of Ameri- 
ca’s morale. Inflation would make these boogie fifth columns 
envious. Yet, unless strong measures are taken by government 
along the most obvious lines, the fifth column of inflation must 
surely strike at industrial and civilian morale. 

“Our war finance and our price structure must remain sound and stable 
during the war, or we shall be too concerned with our internal problem 
to deal with the enormous difficulties of our world after the war,” says 
Dr. Herbert F. Fraser, Professor of Economics at Swarthmore 
College, in this address, delivered before the Philadelphia Con- 
trol of The Controllers Institute of America on February 11. 
The problem, as presented by Dr. Fraser, is one which should be 
studied by every United States citizen, and particularly by those 
wisest in the ways of finance, the members of The Institute. 


, 


—THE EDITOR 
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war finance is to turn over to the gov- 
ernment funds out of the current na- 
tional income which will pay for the 
war effort, and what the government 
gets should reduce the purchasing 
power of the citizens. If we accept 
this definition of sound finance there 
are only two ways that this can be 
done, out of taxation and out of sav- 
ings. 

If the government needs fifty per 
cent. of the national income for war, 
then the problem would be solved in 
the simplest fashion if it took half the 
national income in taxation. But no 
government has ever taken so much, 
and we are not likely to see an attempt 
to do so. But taxation up to twenty- 
five per cent. of the national income is 
quite within reason, and is likely to be 
achieved. The basic and principal 
form will be income taxation, of a 
progressive and highly graduated na- 
ture. But the amounts needed are so 
great that all forms of taxation that 
have good yields should be used. In 
this connection I suggest that we make 
use of a general sales tax placed upon 
manufacturers. There is no substitute 
for taxation, and sooner or later the 
wat must be paid for completely out 
of taxation. Unless we face this fact 
squarely and resolutely we shall not be 
able to defend the value of our cur- 
rency and the government's credit. 


ROLE OF SAVINGS 


If half the national income goes into 
war effort, and we are able and willing 
to pay a quarter of the national income 
in taxes, then the problem of sound 
finance and effective price control 
would be solved if the remaining 
amount, another quarter of the na- 
tional income, were turned over to the 
Federal Government through the pur- 
chase of bonds out of savings. From 
the national viewpoint savings and 
taxes produce the same effect. Both 
reduce the effective purchasing power 
which could be used to bid up the 
prices of consumption goods. 

Since this is true why not take all 
the money needed in taxation? The 
answer is probably psychological. The 
individual is not likely to make the 
same effort to pay taxes that he is 
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likely to do in the way of saving. He 
looks upon the payment of taxes as a 
personal loss, but looks upon the pur- 
chase of a bond as a sound investment, 
which it will prove to be only if the 
government is able and willing to tax 
adequately, so that the interest and 
principal will finally be paid. It is fre- 
quently said that taxes burden the 
present and loans the future, but this 
is not an accurate economic statement, 
for both taxes and savings burden the 
present. In the case of loans however, 
the government promises to repay the 
investor out of income produced in the 
future, and the mental attitude which 
this promise generates is quite dif- 
ferent from that which usually pre- 
vails when taxes are paid. 


ROLE OF TREASURY AND FEDERAL 
RESERVE 


We see all along how closely con- 
nected sound war finance is with price 
control. If we want the latter we 
must have the former. I once heard 
one of the officials of the O.P.A. say 
that “if the Treasury and the Federal 
Reserve pursue sound policies and 
hold prices down, we shall claim our 
share of credit for price control, but 
if they do not pursue such policies, we 
shall say that we were unable to con- 
trol prices because of unsound financial 
policies.” While this was intended 
largely as a joke there is a great deal of 
truth in it. 

In the United States we have large 
sources of funds available for sound 
financing, that is the financing of the 
war out of money already existent 
without resort to new money or credit. 
Trust funds, savings bank deposits, 
and insurance company funds are be- 
coming available right along, and since 
they represent real savings they can be 
invested in government obligations 
without the fear of causing inflation. 
The same thing is true of genuine time 
deposits, which are in the nature of 
savings accounts, in the commercial 
banks. So important is the role as- 
signed to savings that in many coun- 
tries at war, schemes for compulsory 
savings have been advocated. In Eng- 
land there has been much discussion of 
“deferred pay.’” The worker who gets 
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a much larger income than normally 
in peacetime would not, by this plan, 
be allowed to use it to bid up prices. 
Any increase above normal would be 
paid in bonds and not in currency. 
These bonds in turn would be paid off 
in cash after the war, and preferably at 
a time when business is going into de- 
pression. It is argued that such a 
scheme would check an inflationary 
boom during the war and also check 
the post war deflationary depression. 
England has not adopted this plan, but 
something like it is found in the policy 
of “the return of taxation.” The 
worker is taxed heavily but receives a 
receipt for part of the taxation which 
is to be returned after the war. Ger- 
many has such a strict rationing 
scheme, which is also all inclusive, so 
that the worker cannot spend all his 
income, with the result that there is 
nothing for him to do but to save. 
Though the Germans boast that they 
have not had to resort to compulsory 
savings, it is hard to see the practical 
difference. If one cannot spend his 
money freely it is hardly correct to say 
that the savings which result are volun- 
tary. 


COMMERCIAL BANK CREDIT 


It is quite possible, and in fact with- 
out a serious effort to do so, quite 
likely that the American government 
and people will not be able to pay for 
the war out of taxes and savings. In 
that case we shall resort to an expan- 
sion of commercial bank credit. We 
shall not print paper money of the 
Greenback sort, but we shall get our 
new money in the more subtle and less 
discernible form of the sale of bonds 
to the commercial banks, which will 
create a large volume of deposits sub- 
ject to check. For example the govern- 
ment can sell ten million dollars worth 
of bonds to one of the large commer- 
cial banks here in Philadelphia, and 
the bank will pay for the bonds by the 
creation of a deposit. As you all know 
the bank does not have to hold 100 
cents on the dollar against this de- 
posit; in fact it has only to look out 
for its reserve at the Federal Reserve 
Bank, which at the present time is 20 
per cent. Since we use the fractional 
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reserve system the commercial banks 
can expand their deposits far beyond 
their actual holdings of cash. 

Furthermore, when the government 
pays for the great amount of war work 
in this area, public deposits so cre- 
ated become private deposits, and all 
the banks go forward together. In fact 
it is this power of going forward to- 
gether that makes possible such an ex- 
pansion of bank deposits subject to 
check. If we are to use much new 
money during the war we shall cer- 
tainly get it in this way, as we did in 
the last war. It is to be hoped that 
the Treasury will make good on its oft 
repeated declaration of purpose to 
keep down the sale of bonds to these 
banks. But if taxation and savings are 
not adequate we shall certainly see the 
remaining financing done by this in- 
flationary method. 


FROM PROSPERITY TO 
IMPOVERISHMENT 


In the course of time a great war ef- 
fort becomes a method of national im- 
poverishment. In our country, so far 
this has not been generally perceived. 
Many of our workers and their union 
leaders have looked upon the defense 
program as a recovery or prosperity 
program, and in the early stages of a 
great war this is how it appears to 
many, especially to those who have 
been unemployed or partly employed. 
Full employment and overtime give 
large earnings, and in the early stages 
of war they outstrip the cost of living, 
but if the war lasts long enough, the 
cost of living, if uncontrolled, will 
outstrip the earnings. The fundamental 
economic reason for this is that we do 
not in wartime make the things neces- 
sary for a high standard of living. 

Goering is not distinguished as an 
economist, but the pudgy field marshal 
put the point in a nutshell. He said 
before 1939 that for Germany it was 
a matter of “‘guns or butter,” and Ger- 
many would get the guns. Guns, of 
course, stand for war material, and 
butter for consumption goods gen- 
erally. In a long and exhausting war 
a nation goes through three or four 
stages. In the earliest we see that it 
gets both the guns and the butter, as 
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idle men and idle capital are put to 
work. In the second stage it gets more 
guns and less butter, in the third stage 
more and more guns, and, as a friend 
of mine put it, a pat of oleomargarine 
if it can be found. The fourth and final 
stage is that of sheer exhaustion when 
you get neither the guns nor the but- 
ter. We in America are now entering 
the second stage. We shall get an in- 
creasing volume of guns and _ shall 
have to do with less butter. We shall 
be in the second stage in 1942 and 
shall not enter the third until 1943. 

Our national income for 1941 was 
about 92 billions of dollars, and our 
defense effort took only 17 billions of 
this amount, leaving 75 billions for 
consumption. More people in our 
country were better fed and cared for 
in 1941 than in any other year in our 
history. Using the prices of last year 
the Administration at Washington ex- 
pects to achieve a national income of 
at least 102 billions in 1942, and it 
intends to spend 37 billions on war 
work, leaving 65 billions for consump- 
tion, which calls for a decline in con- 
sumption amounting to about 75 dol- 
lars per person. Compared with last 
year we shall see our standard of living 
go down, and inability to use our cars 
will contribute largely to this result. 
Still figuring in 1941 prices we may 
achieve a national income of 110 bil- 
lions in 1943, and we intend to spend 
58 billions on our war effort. That 
will leave 52 billions for consumption, 
and will put our standard of living 
back to that of the depression years. 
Beyond 1943 I do not dare hazard a 
guess. I can only express the sincere 
hope that the war will by that time be 
over. 


RATIONING AHEAD 


We shall in the next two years ob- 
serve a growing shortage of important 
commodities. This shortage will cause 
the price to rise, and this natural price 
movement will be checked by direct 
price control. This will make necessary 
a far reaching scheme of rationing. 
The purpose of rationing is twofold; 
first to make a limited commodity, 
which is scarce, go round,—to give 
something on an equitable basis to 


everyone. The second purpose is to 
make price control work with as little 
annoyance as possible. When the price 
is set below what it would be in an 
uncontrolled market the effective de- 
mand outstrips supply, and it is the 
purpose of rationing to reduce the de- 
mand to the amount available. 

We often hear it said that the price 
system will not work, but nothing 
could be farther from the truth. The 
price system would work now, as it 
did in our Civil War, but it would ad- 
just supply to demand in a way that 
we should consider socially undesir- 
able. Prices would rise and those who 
could pay them would get the goods. 
The poorer people would have to do 
without, and their standard of living 
might be depressed below the standard 
of decency. The more we control 
prices the more we shall have to ration 
the distribution of commodities. War 
materials are rationed by the system of 
priorities. Ordinary demands are taken 
out of the market, and the limited sup- 
ply is rationed to firms according to 
the priority list. The longer the war 
lasts the more all-inclusive will become 
our rationing and priority system. We 
shall not like it, but we shall have to 
get used to it. In the process we should 
learn to appreciate more the economic 
freedom which we normally enjoy. 


AGRICULTURAL STUMBLING BLOC 


At the present time a strong pres- 
sure is being exerted upon Congress by 
the agricultural bloc to prevent the 
Administration from checking the rise 
in farm prices. The President has 
already vetoed one bill designed to 
prevent the sale of government con- 
trolled surpluses, and now a new bill 
with same purpose is before Congress. 
The two main surpluses that the gov- 
ernment controls are six million bales 
of cotton and four hundred million 
bushels of wheat. During the past 
year the price of cotton has risen in 
New York from 10 cents to 18 cents 
per pound, and the price of wheat in 
Chicago from 85 cents per bushel to 
$1.29. If the government is not to be 
allowed to dispose of surpluses when 
cotton rises 80 per cent. in one year, 
and wheat rises 52 per cent., one nat- 
















urally asks the question, when will the 
government be able to recover the 
money advanced upon these crops ? 

The farmer certainly cannot com- 
plain about the course of prices during 
the past year. I had occasion recently 
to examine the price behavior of 
gtains, feeds and livestock, and com- 
pare the rise of prices in this field with 
those of the metals. During a war one 
would think naturally that the prices 
of metals would rise sensationally but 
that is not the case, thanks to effective 
price control. The grains, feeds and 
livestock have on average risen 37 per 
cent. in the past twelve months, while 
the metals have been held down to 
4.07 per cent. increase. 

In the long run the farmer may suf- 
fer from rapidly rising prices as he 
did in the last war, for the high prices 
will not be maintained when the war 
is over and effective demand falls off. 
Meanwhile high prices will cause high 
rents of land and the capitalization of 
these rents will give high land values. 

If transfers of land take place on a 
large scale there will develop a prob- 
lem similar to that after the last war, 
only in the present situation the mid- 
dle western banks are not likely to be 
so heavily involved with farm mort- 
gages, for “‘once bitten twice as care- 
ful.” But this danger already is chal- 
lenging attention in the middle western 
states, and proposals, such as a trans- 
fer tax as high as 30 per cent. of the 
sale price, are being seriously con- 
sidered. 

Agricultural prices must not be al- 
lowed to become seriously inflated if 
we wish to avert a serious agricultural 
depression after this war. The Ad- 
ministration should have power to dis- 
pose freely of its surpluses, so as to ex- 
ert effective control over agricultural 
prices. In the long run adequate but 
reasonable prices which can be sus- 
tained will serve the best interests of 
our farmers. 


How WE DEFAULTED 


In the last war we made the mistake 
of running up a large volume of for- 
eign governmental debt which could 
not be paid unless we were willing to 
lower our tariffs and admit more for- 
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eign goods. When we raised our tariff 
in 1922 we became as much a default- 
ing creditor as the other nations be- 
came defaulting debtors. During the 
present war we shall help the other 
united nations to win the war, and by 
so doing shorten the war as we did the 
last one, with our food, munitions and 
supplies of all sorts. This was to our 
advantage in the last war, and shall be 
to our advantage in this one, even if 
we are never paid a cent for this part 
of our contribution to the common 
cause. Our main business is to end the 
war quickly and save the lives of our 
young men. As in the last war we 
shall do this with loans, but under the 
lend-lease program we shall avoid run- 
ning up a large volume of debt which 
is not going to be paid, for the Act of 
Congress provides that we “‘shall lend, 
lease, give away, or otherwise dispose 
of” the materials which we are send- 
ing to the united nations. 


PEACE Is THE VICTORY 


Compared with the war debts of the 
last war the lend-lease program is a 
wise policy. It shows that as a nation 
we are capable of learning from ex- 
perience, and it is to be hoped that the 
same thing is true generally of our 
part in world politics. This time I 


Censorship Cuts 


Controllers of corporations intending 
to issue new securities now will have 
their burdens lightened a bit, for those 
thick and ponderous registration state- 
ments which must be submitted to the 
Securities and Exchange Commission 
will be thinned in many cases as a re- 
sult of military censorship. 

Under the Securities Act, corpora- 
tions seeking S.E.C. authority to bring 
out new stocks or bonds previously 
were required to supply the most mi- 
nute information on operations, plans 
for new plant expansion, the sort of 
goods produced and various other de- 
tails. 

Military censorship hardly would 
permit the free dissemination of such 
essential facts of a corporation with 


151 


hope that we make it our national pur- 
pose to win the peace as well as the 
war, and that means that we must par- 
ticipate in the organization and main- 
tenance of the peace after the war. We 
must get rid of the international an- 
archy out of which this war and the 
last one came; we must face the need 
for world government, and must use 
the power and influence of our own 
great country to achieve and sustain an 
organization that will insure a just and 
lasting peace through a system of law 
and order which will provide for 
peaceful change. 

The chance of achieving this great 
forward step in human history de- 
pends upon the victory of the united 
nations. If the aggressive axis powers 
win, with their ideas of domination 
and subjugation, then there will be no 
chance for a lasting peace. We have 
the strength to win, but we must mo- 
bilize our power in time. The stronger 
we are at the end of the war the better 
we shall be able to serve the needs of 
peace and reconstruction, and this 
brings me back to the thought with 
which I started. Our war finance and 
our price structure must remain sound 
and stable during the war, or we shall 
be too concerned with our internal 
problem to deal with the enormous 
difficulties of our world after the war. 


S.E.C. Statements 


defense business, particularly as to its 
production plans. This is strictly ta- 
boo, according to the Washington cen- 
sors, a condition now recognized by 
the S.E.C. 

Since adoption of the Securities Act 
there has been some jesting in Wall 
Street circles, and also a bit of com- 
plaint from security underwriters and 
issuing companies, over the S.E.C. 
registration procedure. The jesting has 
been inspired by the sheer bulk and 
volume of the statements. The secu- 
rity underwriters did some grumbling 
in the early years of the S.E.C. because 
of the labor and expense involved in 
preparing the registration material 
which becomes public property for in- 
terested investors. 








During this year, the personnel 
problem in Minnesota, as elsewhere in 
the nation, will be greatly influenced 
by government action. In turn, gov- 
ernmental action will be influenced by 
world conditions, world events, and 
war time maneuvers on a world-wide 
scale. Thus, it is clearly evident, con- 
ditions far beyond the control of any 
one man will influence the lives that 
we live and the kind of people we em- 
ploy. Since these world-wide influences 
are unpredictable, the word “‘uncer- 
tain” is the term that properly char- 
acterizes the personnel problems of 
1942. 

Two months ago, we should have 
predicted that during this year we 
would probably experience both the 
extreme of unemployment and the ex- 
treme of employment. Then, it was 
anticipated that the expected indus- 
trial shift to war production would re- 
sult in a tremendous number of people 
being displaced until such time as in- 
dustry could be retooled and reorgan- 
ized for the production of war ma- 
terials. 

Now, it appears that the unemploy- 
ment which seemed so certain a short 
time ago will not reach the expected 
proportions. 


LitTLE Lost MOTION 


The situation is encouraging in sev- 
etal respects. The fact that unemploy- 
ment has not become so widespread is 
a demonstration of the shock that this 
country can stand without completely 
upsetting our economic system. Sec- 
ondly, it shows that once American in- 
dustry swings into a definite line of 
action, it can go forward with great 
speed, with great efficiency, and with a 
minimum of lost motion. The fact 
that we have not reached the peak of 
unemployment that was anticipated 
during the first two months of the year 
is an indication that the peak of em- 
ployment will be reached earlier in 
1942 than was originally anticipated. 
Officials of the Labor Division of the 


Personnel Problems for 1942 


By Victor Christgau 


War Production Board have estimated 
that, to reach the President’s 1942 war 
production objective, it will be neces- 
sary to employ approximately ten mil- 
lion people, in addition to the five 
million who already are engaged in 
war production. Government officials, 
Mr. Sidney Hillman, Director of the 
Labor Division of the War Production 
Board in particular, predict that there 
will be little or no unemployment by 
the end of 1942 and that upwards of 
a million women may have to find jobs 
in wat production employment. 

For many years, back to 1933 when 
the Work Relief programs were in- 
augurated, the employment of hun- 
dreds of thousands of individuals was 
largely dependent on government ac- 
tion. Because of the defense effort, 
that number increased during 1941 
and will continue, in 1942, to be larger 
as the nation’s war effort expands. It 
is inevitable, therefore, that we must 
look to Washington for new develop- 
ments, since what Washington does 
affects so many of us. 

I spent several weeks in Washington 
recently and must admit that I came 
away somewhat discouraged. I was 
disappointed by the fact that I failed 


to find the pep and snap in govern- 
ment that I had anticipated, as a first 
result in our nation’s change from de- 
fense to war efforts. I think business 
men and other individuals who had 
been called to Washington doubtless 
have experienced the same feeling. In 
his radio talk to the nation on March 
2, Donald Nelson, Chief of the War 
Production Board, attributed the situ- 
ation to the old American pastime of 
“passing the buck.” I think his state- 
ment is probably correct. If so, then 
we cannot blame any given individual 
or even a specified number of indi- 
viduals. A large proportion of the 
blame rests with each of us. 


GOVERNMENT'S JURISDICTIONAL 
DISPUTES 


In Washington, I did not find the 
unity of action that all of us would 
like to see in government circles dur- 
ing times like these. Too many peo- 
ple are “mad” at one another. There 
is evidence on every side of a struggle 
for position, for authority, for office 
space, and for desk locations. The 
bringing of thousands of people to the 
national capital, as a part of the war 











planes and guns. 





THE WAR EFFORT IS MESHING GEARS TO ELIMINATE 
TRANSITIONAL UNEMPLOYMENT 


An encouraging indication that the forces of production are 
swinging into action sooner than was expected by most indus- 
trial observers is afforded by the relatively rapid rate of absorp- 
tion of ‘conversion unemployment’ into the industrial offense, 
states Mr. Victor Christgau, Director of the Division of Employ- 
ment and Security of the State of Minnesota, in this address, 
delivered on February 3 before the Twin Cities Control of The 
Controllers Institute of America. 

This, however, does not mean that all is going well on the 
Washington front. It does not mean that the war effort has yet | 
even catalogued all of the nation’s available manpower. It does 
mean, as Mr. Christgau points out, that America’s participation | 
_ in the war has passed the blueprint stage, and that industrial | 
| America has begun to build the most powerful and ingenious | 
| army of all time—the factory battlefront offensive—where | 
there will be no foxholes, and no tienches,—only tanks and air- 
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effort, has made it necessary to move 
other thousands out of Washington. 
That has disrupted friendships, has 
broken home ties, and has caused great 
inconvenience to large groups of peo- 
ple. Various executive bureaus, divi- 
sions, and departments are engaged in 
jurisdictional disputes. The feeling be- 
tween the legislative and the executive 
branch has not improved as a result of 
the war effort. 

While our first reaction to these 
conditions is rather discouraging, there 
is hope in the knowledge that once our 
slow-moving democracy gets started, it 
moves forward with constantly increas- 
ing momentum. 

I think the situation in Washing- 
ton is due, in a large measure, to the 
fact that in connection with each suc- 
ceeding emergency in recent years we 
have added new agencies, bureaus, and 
departments to our governmental struc- 
ture. This has continued until now, 
we are at a point where the entire gov- 
ernmental machine has become cum- 
bersome and unwieldly. I think a large 
number of people are now wondering 
where we can find the men big enough 
to pull this machine apart and then re- 
assemble it so that it will function 
with greater speed and efficiency. 
There is hope in the knowledge that, 
characteristic of our governmental sys- 
tem, when these conditions approach 
the state of being intolerable, leaders 
equal to the emergency have always 
appeared. I anticipate that in the not 
too distant future, areas of jurisdiction 
that in the past have been cloudy, and 
lines of authority that have been 
dimmed by the shadows of new agen- 
cies, will be clarified and that our 
whole governmental machinery will 
move forward with dispatch along ad- 
ministrative lines that will be well de- 
fined. The very nature of our war 
effort makes it necessary that our gov- 
ernmental policies be so flexible that 
we can make day by day changes to 
meet each new situation as it appears 
on the world horizon. 


EMPLOYMENT STABILITY Is 
ENCOURAGING 


The fact that our unemployment, 
during the first two months of 1942, 
did not reach the proportions ex- 
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pected, is an indication that the prog- 
ress of the various war industries has 
advanced beyond the blue-print stage. 
Now they are in the construction and 
production stage. Few of us, I am 
sure, realize the tremendous tasks that 
were involved in blue-printing our in- 
dustrial plants for war production, an 
effort that, in a large measure, neces- 
sarily had to be based upon predictions 
as to what would take place in every 
corner of the world. 

While our chief concern, during the 
first part of 1942, is to take care of 
those unemployed persons who are dis- 
placed by the shift from defense to 
war efforts, in the latter part of the 
year our problem will be to find the 
qualified individuals able to perform 
the tasks that our changed economy 
will require. Steps to meet that prob- 
lem have been under way for several 
months. The recent registration of 
men, 20 to 44 years of age who had 
not already registered, is an example. 


INVENTORY OF MANPOWER 


It is anticipated that that registra- 
tion will become the first step in mak- 
ing an inventory of the nation’s man- 
power, and that the United States 
Employment Service, making full use 
of its specially trained personnel, will 
classify all these registrants not re- 
quired for military service. If that is 
done, and I am sure it will be, the task 
of finding the right person for the 
right job will become comparatively 
easy. Doubtless there are going to be 
new efforts to determine the aptitudes 
of people. This will be required so 
that when an individual moves from 
one job to another, there will be defi- 
nite assurance, prior to his taking the 
new job, that he has the necessary apti- 
tudes required in his new position. 

Here in Minnesota we all are par- 
ticularly interested in the employment 
situation in our own state. General 
conditions are reflected rather accu- 
rately by statistics on the Unemploy- 
ment Compensation program. During 
the first two months of 1942, unem- 
ployment compensation payments were 
16.3 per cent. less than during the first 
two months of 1941. For the same 
period, the number of new claims filed 
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was 3 per cent. fewer than during Jan- 
uary and February of a year ago. 

While these reductions reflect the 
over-all picture, it is true, nevertheless, 
that in certain industries there has 
been a sharp increase in the amount of 
unemployment. For example, in the 
retail automobile trade, benefit checks 
issued to the workers in this group 
have increased approximately 77 per 
cent. There is apparent decrease in 
the activity, also, of the apparel pro- 
duction industry because benefits paid 
to workers in this group have increased 
approximately 47 per cent. 

On the other hand, in the field of 
construction, employment has increased 
perceptibly; due, in a very large meas- 
ure, to the fact that something over 
8,000 people are now engaged in 
building the Twin City Ordnance 
Plant at New Brighton. 

In general it may be said that, here 
in Minnesota, we have passed the most 
critical period and that during the rest 
of the year we anticipate a decrease 
in unemployment compensation pay- 
ments. For the rest of 1942, the great 
problem in Minnesota, as elsewhere in 
the nation, will be to find workers 
qualified for the jobs resulting from 
the war effort. 

Even at present we are concerned 
with the problem of employment in 
the state’s rural areas. Here, the usual 
supply of labor has been depleted by 
migrations to cities in pursuit of em- 
ployment in defense plants, by the op- 
eration of Selective Service, and by 
voluntary enlistment of farm boys for 
military service. 

Any statement as to the number of 
unemployed people in Minnesota—or 
any other state—necessarily must be 
based on estimates and are always vari- 
able, for the reason that no two pet- 
sons always agree on what constitutes 
an unemployed individual. Our guess 
—and it is little more than a guess— 
is that there are at present about 80,- 
000 unemployed persons in Minne- 
sota. A year ago this number approxi- 
mated 100,000. Whether the number 
of unemployed people is to rise or fall 
during 1942 will depend on many fac- 
tors, first among them being, as I 
stated at the beginning, steps that may 
be taken by governmental agencies. For 
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example, conservatively, the number of 
people idle would be cut materially if 
Washington decides to materially ex- 
pand operations at such establishments 
as the New Brighton Ordnance Plant, 
the Ford Motor Company’s assembly 
plant, and the like. 


SKILLED LABOR SHORTAGE 


There is no doubt but that there 
will be shortages in many job cate- 
gories during 1942. At present we 
are unable to fill orders for many 
skilled workers: machinists, engine 
lathe operators, turret lathe operators, 
tool and die makers, and milling ma- 
chine operators. 

It is conservatively estimated that 
during 1942 total employment in Min- 
nesota will rise from 8 to 10 per cent., 
but these gains will be offset by indi- 
cations that non-manufacturing em- 
ployment will barely hold its own dur- 
ing the period. 

The U. S. Department of Labor esti- 
mates that there were 510,000 Min- 
nesotans employed in non-agricultural 
work in January, 1941, compared with 
556,000 in January of this year. This 
is an increase of 46,000 workers—or 
about 9 per cent. 

As employment increases, it is an- 
ticipated that the Minnesota Unem- 
ployment Compensation fund will con- 
tinue to grow, even more than the four 
million dollar increase reported for 
1941. This growth will be due to in- 
creased contributions as a result of 
larger payrolls and also as a result of 
the anticipated decrease in benefits. At 
present there are about $28,000,000 in 
the fund. The highest amount paid out 
as benefits during any one year was in 
1940 when the total reached $9,745,- 
000. The low was in 1941 when $7,- 
082,000 were paid out. 


AFTER THE WAR 


What will be the status of the fund 
after our war effort is concluded is, 
of course, impossible to predict. It is 
hoped that we will be able to devise 
governmental policies to prevent what 
so many people fear—severe post-war 
depression, accompanied by widespread 
unemployment. While I believe that 
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we should be prepared for any such 
eventuality, nevertheless, I am not one 
of those who believe that a severe de- 
pression is inevitable. 

More of us should concentrate on 
ways and means to prevent it and, in 
this connection, it is encouraging to 
note that the national government, 
even now, has assigned specialists to 
study this very problem and to recom- 
mend policies that will cushion any 
shock that may result when the nation 
readjusts itself from a war to a peace 
time economy. 


EXPERIENCE RATING 


The Minnesota Employment and Se- 
curity Act, which is the name of the 
Unemployment Compensation Law in 
our state, contains a provision de- 
signed to encourage employment sta- 
bility. It is known as the Experience 
Rating provision of the Act. I have no 
doubt but that the employment uncer- 
tainties of 1942 are disturbing to many 
Minnesota employers, especially those 
who have made a conscientious effort 
to stabilize their employment and, as a 
reward, receive a lower contribution 
rate. Those who have developed em- 
ployment practices designed to bring 
about greater stability of employment 
may face some rather serious discour- 
agements this year. 

This situation, however, may not be 
as bad as some people anticipate, be- 
cause the expected shortage of labor 
will tend to reduce unemployment 
compensation payments. As a result, 
there will be a degree of protection for 
the accounts of employers who have 
been obliged to lay off employees be- 
cause of material shortages and other 
conditions directly attributable to the 
war effort. 

It is my hope that the employment 
uncertainties of 1942 will not discour- 
age employers who have been thinking 
in terms of the economic soundness of 
employment stability. That is a goal 
toward which all of us should con- 
tinue to strive. There is no doubt in 
my mind but that the more workers 
who obtain stable jobs, the greater will 
be our national income. And as this 
income increases, we afte proportion- 
ately in a better position financially to 





assist workers less fortunate by reason 
of their job insecurity. 

Whether Experience Rating provi- 
sions of our unemployment compensa- 
tion law will be as effective in promot- 
ing stabilized employment as_ its 
proponents contend, is something that 
the future alone can reveal. It is my 
personal opinion that the Experience 
Rating program does offer employment 
stabilization possibilities. Because of 
that conviction, we are going to do 
everything possible to explore those 
features in our administration of the 
Minnesota law. 

And in closing, I add the observa- 
tion that I think we have a pretty good 
unemployment compensation law in 
our state. I especially like the pooled 
fund idea; the idea of paying contri- 
butions out of a general fund, with- 
out regard for the contributions made 
by individual employers. That seems 
to me a reasonable exercise of the prin- 
ciple that risks should be spread as far 
as possible, with equity. 

There are a number of revisions in 
the present law that should be im- 
proved and refined. Among these is 
the section relating to experience rat- 
ing. However, such changes cannot be 
made without care and study. And on 
that basis, we invite your co-operation 
in working out suggested improve- 
ments for our guidance when, at the 
end of 1942, we submit our recom- 
mendations to the Governor and the 
legislature. 


ALPHONSO A. LORDI 


Mr. Alfonso A. Lordi, secretary and 
treasurer of Jay-Thorpe, Incorporated, 
New York City, passed away at his 
home on Saturday, March 21, 1942. 
He was forty-five years old and lived 
at 117 Braemore Avenue, New Ro- 
chelle, New York. He was graduated 
from New York University in 1918, 
and before joining Jay-Thorpe was as- 
sociated with the Knox Hat Company 
and the Nelson Hickson Company. He 
was elected to membership in The 
Controllers Institute of America on 
April 25, 1938, and held certificate 
number 1,196. 


It is not too early to mark the date of 
The Institute’s Eleventh Annual Meeting on 
your calendar, September 21-23, 1942, The 
Palmer House, Chicago. 
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What Is Ahead for Business— 
The Pendulum Swings Back 


Just as I came away tonight I saw 
the piece about Chrysler Corporation 
having arranged a credit of a hundred 
million dollars. That is just peanuts 
because it should have been a hundred 
billion, to be in line with current 
events. Nevertheless, when Chrysler 
Corporation decides they see some- 
thing in the future which makes it 
desirable for those canny fellows to 
borrow a hundred million dollars, I 
think that is an eloquent sign of 
change. 

I cannot tell you now what I think 
it is. I hope to write about it in a day 
or two, but I do have that feeling. 
Knowing those fellows and how smart 
they were in 1937 when they owed 
sixty million dollars and what they did 
at that time, now when I see them 
borrowing a hundred million dollars 
or making arrangements for it, I feel 
like saying there is something. 

It may mean possibly that they see 
a rise in the interest rates. I do not 
know whether the bankers will agree 
to that, but that may be it. 


DoLEeE DEFEATED 


The three hundred million dollar 
special dole for workers expected to 
be out of jobs during the conversion 
period has been defeated. A special 
post war planning scheme, to cost X 
billions, has also been defeated. The 
Ways and Means Committee turned 
that down 16 to 8 and refused to re- 
port the bill. I do not need to tell 
you that the pension for Congress, the 
bundles for our bureaucrats bill, is on 
its way to repeal. 

Added up, they spell, in my opinion, 
a change in the tide down below that 
does not yet show on the surface. 


“Freeport, New York—215 striking em- 
ployees at Columbian Bronze Corporation, 
propeller manufacturers, which had a mil- 
lion dollar Navy contract, have been or- 
dered by their draft board to appear to- 
morrow for reclassification.” 


By Phil Hanna 


Understand, these are the fellows 
that pay the dues. They struck, so they 
have to go into the Army. The boys 
that collect the dues are exempt from 
the draft. You can figure that out your- 
self! That is social progress or some- 
thing of that sort. 

The more we talk about why we 
have not progressed with defense, 
when in the daily press day by day by 
day there appears the evidence of why 
we have not, the nearer we are to know- 
ing that this long corner is about to be 
turned. Call it what you wish. To me, 
it is Ralph Waldo Emerson talking; to 
others, it is the swinging of the pendu- 
lum; and to others, it is “every dog has 
its day.” 

Can we take it? I think we can take 
in this country anything that comes, if 
we have enough to eat. Can we take 
it? Yes, if we have a philosophy. If 
we believe that these things which 
come along, like Pearl Harbor, are 
good for us, to shake us out of our 
foolishness, make us get down to ap- 
preciate what a wonderful place we 
have to live in, then we will begin to 
get ready to shape our minds to what- 
ever is coming. I do not care what 
comes, if we have a philosophy, we 
can take it. 

Who are the squealers? They try 
to hang on to the vested rights that 
have come to them in the last eight 


years. What are they doing? The 
same thing that business tried to do 
after the New Deal came along. 

Why was business that way? Be- 
cause it did not have a philosophy. 
Why is the present crowd that way? 
Because it has not a philosophy. 

The people wanted to try the Wag- 
ner act, and business said ‘Nothing 
doing.” They hired lawyers and went 
to court, and finally they tried it. It 
has not worked. Now, in the same 
way, those who are getting the benefit 
of the Wagner act refused to bow to 
the verdict of the people, which is that 
it has been tried, found wanting, and 
has only enriched a new class of Ca- 
pones. 

So, they are trying to hang on to a 
vested right created in the past few 
years. They have no philosophy but 
money—spend; spend; spend! Their 
answer to complaints against extrava- 
gance is more extravagance. Their an- 
swer to straight criticism is to turn 
your mind on to another subject. That 
is what we did after 1929 and that is 
what we are doing in 1942. 


PENDULUM SWINGING BACK 


That, with hundreds of other illus- 
trations which might be presented right 
at this time, leads me to the conclusion 
that the old cycle is working, the old 








WHO TODAY ARE CLINGING TO THEIR VESTED RIGHTS? 


Mr. Hanna points out, in this address, delivered on February 
24, 1942, before the Chicago Control of The Controllers Insti- 
tute of America, that the vested rights being clung to today 
were acquired during the last eight years. 

The pendulum of public opinion on deficit spending is swing- 
ing back, says Mr. Hanna, to the old-fashioned postulates of 
thrift and economy. One of the factors that will help swing it 
back is the war taxation of lower income brackets. 

Mr. Hanna is well-known to many members of The Institute, 
either personally or through his editorials, which appeared for 
| aperiod of some ten years in the Chicago Journal of Commerce. 
| Mr. Hanna is at present Business Editor of The Chicago Sun. 
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pendulum is finally beginning to swing 
the other way. 

The best part of a speech I heard 
last night was the thought that we are 
going to have uninterrupted produc- 
tion. Who said that first? Who has 
been saying it all these months? It has 
been the businessman who has been 
kicked around on every side. 

What is the best characterization of 
how this war has been conducted for 
about two years? I think you can say 
they have been running the war as if 
it were a political campaign: the same 
kind of arguments; the same kind of 
smear if you do not agree. 

You do not need to ask a crystal ball 
gazer what is going to happen when 
you see the same characteristics begin 
to appear that began to appear the 
other time. Why is this happening? 
I say it is because war is a renovator 
and it can also be a benefactor. Think 
how many people are taking the cure 
for easy times right now, but are not 
saying much about it. 

I am not going to review it, but just 
a thought about 1921. Instead of tak- 
ing the hard way out of that, we took 
the easy way. We found out that by 
marking up stocks we could create pur- 
chasing power, and we did not have to 
finish the deflation of the last war. 

Then, after that began to flop, a new 
crowd of smart fellows came along. 
All they did was say, ‘Nobody has 
ever tapped the federal treasury, and 
why not?” So, we just started in to 
take the full credit that, strangely, no 
politician has ever thought about fool- 
ing with. Like New York or Cook 
County, the idea was to “turn the 
spigot on and let her flow.” 

The wonder is not that they suc- 
ceeded. The wonder is that they have 
not succeeded more than they have. If 
they had had a smart Old Deal econ- 
omist among them, they could have 
made it last much longer. But, there 
are a lot of smart fellows that do not 
look very far ahead. They did not 
know that the thing they laid out does 
not work in war times. 

Just like the sugar situation. They 
just barely finished penalizing the 
sugar people for planting too much 
sugar. I have a letter from a man 
dated sometime last fall that he dare 
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not grow more than so many acres of 
beet sugar, or else. Now we are going 
to have 40 million sugar rationing 
cards and branch offices and state ad- 
ministrators, city administrators, county 
administrators, and block administra- 
tors to keep you from using too much 
sugar. 

I say to you things can not change 
that fast with people who have their 
feet on the ground and know where 
they are going. A man I have not for- 
gotten in that same picture is Irving 
Fisher, who told us in 1929, “Don’t 
worry about high prices and 50 times 
earnings or 250. We are on a new, 
high permanent plateau.” 


THE NEw EXPLANATION 


Remember ? What are you hearing 
today? Here is what we are hearing 
today. Dr. Alvin H. Hanson, Harvard 
professor of economics, consultant to 
the administration, whose salary we 
all pay—it may only be ten thou- 
sandths of a cent apiece, but neverthe- 
less we are paying his salary technically. 

He says, “The national debt is a 
basis for prosperity. Use it to aid busi- 
ness; keep high job levels.” He gocs 
on with this jargon. “Necessarily a 
portion of the huge war spending 
would also keep up until a peace time 
job maintenance had been created to 
insure high purchasing power.” 

You see, he gets into those words. 
You do not understand them and the 
newspapers do not understand them. 
They do not dare leave it out, so they 
print it, and the people read it and 
say, “Well, the government man said 
that debt is an asset, so it must be so.”’ 
The whole world believes suddenly 
that debt is an asset. 

Then he said, to make it soft and 
painless, ““An honest debt would not 
have to be liquidated reasonably soon. 
It would not have to be paid off at all, 
but would have to be kept under con- 
trol.” 

See? The old story. You do not 
have to pay the debt; you just control 
it, and it is an asset. The common 
people out in the country and on the 
Prairie Farmer station, probably, read 
this. They hear that debt is an asset, 
and they say, ‘A government man said 





so; it must be so. Let us have bigger 
and better debts.” 

But, this fellow does not stop with 
billion dollar debts, bigger and better 
debts. He takes you out into some 
kind of an Everley Club dream. I just 
can not find the reference to it, but in- 
terest is a new income for the people, 
and the inference is that nobody pays 
interest. There is the sweet part of 
it. So, if interest is income and debt 
is an asset, then let us have more debts. 

There is 1942 for you. Doesn't it 
take you back to 1929 when they told 
you that bond and share was a good 
buy at 50 times earning? I do not 
know what it is today but I can tell 
you that Dr. Hanson is just as good a 
short sale today as bond and share was 
in 1929. 

We have another subject today of 
great interest; the small businessman. 
All the tears being wept for the small 
businessman. I know a little about it. 

I know that the little fellow’s costs 
are always higher and I know that 
when he goes to buy something he 
cannot get the low price the big fellow 
gets. They are not going to change 
that just by talking about it. They are 
not going to change it by appropri- 
ation. Yet, in spite of all these handi- 
caps we have seen the little steel com- 
panies come up and run circles around 
the big ones. Why? Better manage- 
ment. What is better management ? 
To a large extent it is getting more out 
of a man that is willing to work, isn’t 
it? Having better men that are will- 
ing to work all the way down the line. 


BiG AND LITTLE BUSINESS 


The Department of Commerce gives 
some figures. They took all of the in- 
dustrial corporations last year and split 
them two ways: two-thirds in the top 
bracket and one-third in the lower 
bracket. 

In so-called big business, the top 
bracket, there are about 29,000 corpo- 
rations. In the lower one-third, 155,- 
000. The big business side has five 
million employes; the little business 
side has only three million. 

Passing on down through the sta- 
tistics, big business does 40 billion 
dollars a year and little business 16 
billion dollars a year. 




























Well, so what? The production per 
man in big business, paying higher 
wages, is $8,000 per man. In little 
business, paying lower wages, it is 
$5,000 per man. Direct labor com- 
pares 18.2 per dollar of product in big 
business; 15.2 for little business. 


THE HELPING HAND 


So, in spite of all these tears and 
meetings and Mr. Odlums and all that, 
how are we going to help little busi- 
ness ? Why, they just send Sidney Hill- 
man around to say to you that if your 
costs are lower because your machinery 
is old and you can not bid on a prod- 
uct, just raise your wages and that will 
help you bid better. 

He goes over to Detroit in the 
Courier case. Of course, there was a 
little inter-union angle there, we must 
recognize that, but nevertheless Hill- 
man awards the job to the highest bid- 
der. Yet, think of the hours, the dol- 
lars, the tears we afte weeping over 
the little fellow when we are trying to 
standardize him with the big fellow, 
knowing that his costs are higher. We 
are not even satisfied to let him go out 
in the small town where costs are lower. 
We will not even leave him alone. 

In Ishpeming the other day where 
they have a corset works and everybody 
was happy, the C.I.O. came in. They 
wanted to get the wages up higher 
than they are because some corset 
workers in some other town are getting 
more money. 

I say that the people that are trying 
to get war production should come 
out and say we have got to have dif- 
ferent things in different places; that 
production is the main thing. But, they 
do not. It is more important, accord- 
ing to their way of thinking, to get 
some little plant at Ishpeming, for ex- 
ample, that pays a lower scale, to raise 
that scale, rather than get production. 

To a large extent these misunder- 
standings are due, I think, to the sim- 
ple fact that when mass production got 
really under way about twenty years 
ago, a lot of the thinking of the work- 
ingman stopped. Here was a great 
cabinet maker, an upholsterer, or a 
fine mechanic. They knew the proc- 
esses from the raw material through 
to the finished product. They were ex- 
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perts; they were artisans; and mostly 
they were good economists because so 
many had grown up and come to man- 
age their own business. 


THE LITTLE SPECIALISTS 


Now, what did mass production do? 
Sure, it lowered the cost of goods to a 
large number of people but it de- 
stroyed this fine appreciation on the 
part of the rank and file of the workers 
of what made the wheels go around in 
the business. 

They get an automatic tube machine, 
set the point at 134, use a certain 
amount of grease, put the steel in one 
end, and out comes a finished product. 
They call that man a mechanic, and he 
wants $1.50 an hour. That is the pen- 
alty. We have built up thousands of 
little specialists in every plant, in every 
city; men that know all about the lit- 
tle things that go on in their own lit- 
tle orbit but have not the slightest idea 
of the relation of this orbit to that, 
and that to the next one, and so on 
down the line. 

Then, the first time we get into a 
situation similar to that we are in to- 
day, when every one of those has to 
give and take, none of them want to 
give and take. The only cure they can 
think of is to go and ask for 300 mil- 
lion dollars for a special dole for the 
so-called mechanics in Detroit who 
will be out of work during the change- 
over from automobiles to munitions. 

While we are criticizing, let me say 
that the reason I am referring to that is 
because I do not think we have yet be- 
gun to appreciate the results of all of 
our efforts in the last twenty years to- 
wards mass production. We have ac- 
cepted the benefits of lower prices, the 
uniformity of product, and all that, but 
we have not realized what it has done 
to the thinking of our people. 

So, we find ourselves confronted 
now with a problem in psychology that 
is some ten times as great as any prob- 
lem we have in the science or the de- 
signing or the manufacturing end of 
this war production. 


Wuy PATENTS? Wuoy Not 
DIPLOMAS ? 


Senator O'Mahoney wants to de- 
velop the mineral resources of the 
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West, on the one hand, and on the 
other hand he wants to put a crimp on 
patents. Why has the United States 
got all these patents? Have men 
worked to develop or invent something 
because they thought the government 
was going to have it and they were go- 
ing to get a nice little diploma or some- 
thing? Not a little bit. 

The reason the United States has 
these patents, the reason we have led 
the world, is because our inventors 
have had the promise, the incentive 
that comes from knowing that if they 
sweat blood, they will be rewarded. 
That is why the Japs and the Russians 
have copied us. We have done the 
sweating, the inventing; they have 
done the copying, because they lack the 
American incentive. ; 

Now, with all that before us, Sen- 
ator O’Mahoney wants to improve the 
West, bring up our mineral resources, 
and at the same time fix it so that no- 
body will go out there and sweat to 
improve those resources. 

That is why I say this is a problem 
not of design, not of civil engineer- 
ing, electrical engineering, or anything 
else; it is a problem of psychology to 
persuade those who are at the top that 
they should play ball and the group 
that actually supply the muscle at the 
bottom to come into the game. 

I think we are beginning to do it. I 
think the very fact that it is a little 
harder all the time to get money to 
blow around like confetti is making 
more people think. When we get it, 
the story is going to be different. 

This rubber shortage is one of the 
encouraging things in the present pic- 
ture. It is kind of reviving appreci- 
ation of the pantry. Women are find- 
ing out they have arms to carry things, 
and men are finding out they have legs. 
Out our way there are even some peo- 
ple who found out the names of their 
neighbors. They have lived near them 
for ten years, but they went by so fast 
in their cars they never even knew who 
lived next door. It is reviving appre- 
ciation of the old-fashioned pantry, 
and I do say it is hard on manufactur- 
ers of can openers, if any of you are 
in that business. 

I think we will see smaller auto- 
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Federal Tax Loopholes—Are 
There Any Left? 


The subject of avoidance of Federal 
taxation is, of course, such a large one 
that in a short discussion it can be 
dealt with only in broadest outline. 
The development of general rules can 
be given, present trends can be indi- 
cated, but many exceptions and details 
must be left unmentioned. My object 
tonight is to summarize the present 
law as to Federal tax avoidance in the 
individual income tax and estate tax 
fields, and then to note briefly certain 
trends in the field of corporate taxes. 

I might sum up my entire discussion 
by saying that the present state of tax 
avoidance in all these fields, is, like a 
policeman’s life, not a happy one. 

Things, however, were not always 
so. In 1864, Congress passed a stamp 
tax act subjecting every promissory 
note, of any amount, to a stamp tax of 
five cents, but exempting from tax 
drafts or orders for sums less than ten 
dollars. To avoid the tax on promis- 
sory notes, one Isham used in certain 
transactions instruments in the form of 
drafts less than five dollars in amount, 
which, it was argued, were in legal ef- 
fect promissory notes. On these instru- 
ments he affixed no stamps. Holding 
that Isham must be acquitted in a 
criminal prosecution for tax evasion, 
the United States Supreme Court unan- 
imously held (United States v. Isham, 
17 Wall. 496 (1873)) ‘“‘that if the 
device is carried out by the means 
of legal forms, it is subject to no legal 
censure.” Drawing an analogy be- 
tween Isham and an individual who, in 
order to avoid the stamp tax on bank 
checks exceeding twenty dollars, wrote 
two checks for ten dollars each, the 
court continued: 


“While his operations deprive the gov- 
ernment of the duties it might reasonably 
expect to receive, it is not perceived that 
the practice is open to the charge of fraud. 
He resorts to devices to avoid the pay- 
ment of duties, but they are not illegal. 
He has the legal right to split up his evi- 
dences of payment, and thus to avoid the 
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tax. The device we are considering is of 
the same nature.” 


At the present time, as I will show, 
the Supreme Court has departed so 
far from the principles of the Isham 
case that it now holds that in order to 
avoid a tax a taxpayer must show that 
his transaction falls outside both the 
letter and the spirit of the tax; while 
the Government to apply a tax need 
only show either that the transaction 
falls within the letter of the tax or 
that, even though it does not, it falls 
within its spirit. 


Individual Income 
Tax Avoidance 


The problem in this field can be 
illustrated by a man with an annual in- 
come of $100,000 before taxes, of 
which $50,000 is salary for personal 
services, and the other $50,000 is de- 
rived from his property. When he 
looks at the 1941 income tax law, he 
sees that his income tax at the applica- 
ble rates will be approximately $52,- 


000. He further sees that if he could 
transfer the tax burden of half his in- 
come to his wife, thus avoiding the 
higher surtax brackets, the combined 
tax of both himself and his wife on 
the same income would be only $41,- 
000. Likewise, if he could transfer 
one-third of the tax burden to his 
wife and one-third to his son, the total 
tax on the $100,000 would be about 
$35,000. His problem then is, with- 
out sacrificing essential control of his 
property or income, to obtain these 
possible tax benefits by splitting the 
income among the members of his 
family. 

One of the most obvious and primi- 
tive methods which he could adopt 
would be to make an agreement with 
his wife whereunder both agreed that 
any salary that either should thence- 
forth receive, would inure half to the 
benefit of each. However, the Su- 
preme Court comparatively early held 
that such an arrangement was ineffec- 
tive to render any part of the salary 
taxable to the wife. The case so hold- 
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EVOLUTION OF JUDICIAL EMPHASIS ON THE 
“SPIRIT” OF THE LAW 


There was a day when avoidance of taxes through regular 
legal channels was highly feasible for one sufficiently ingenious. 
As Mr. Day points out in this address, which was delivered on 
February 10, 1942, before the Cleveland Control of The Con- | 
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treat any and all such legal devices as violations of the ‘’spirit’’ | 
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ing was Lucas v. Earl, 281 U. S. 111 
(1930), in which Mr. Justice Holmes 
stated : 


“There is no doubt that the statute 
could tax salaries to those who earned 
them and provide that the tax could not be 
escaped by anticipatory arrangements and 
contracts however skilfully devised to pre- 
vent the salary when paid from vesting 
even for a second in the man who earned 
it. That seems to us the import of the 
statute before us and we think that no dis- 
tinction can be taken according to the 
motives leading to the arrangement by 
which the fruits are attributed to a differ- 
ent tree from that on which they grew.” 


The same tax results would gener- 
ally follow if the taxpayer had merely 
assigned to his wife or son the income 
from his property, without transfer- 
ring the property itself. An apparent 
exception might exist in the case where 
the taxpayer owned a right to receive 
for life a certain part of the income 
of a trust, and transferred this right to 
his wife or son. Thus, in Blair v. 
Commissioner, 300 U. S. 5 (1937), 
the court held this device adequate to 
transfer the taxability of the trust in- 
come to the assignee. The reasoning 
of the court was that since all the tax- 
payer owned was an equitable interest, 
and since he assigned his entire inter- 
est, he had in effect assigned the prop- 
erty itself, and not merely the income 
therefrom. 

In spite of this reasoning, however, 
we shall see later that there is consider- 
able doubt whether even the device 
sanctioned in the Blair case would suc- 
ceed today. 


TRANSFERRING PROPERTY IN TRUST 


Assuming that our taxpayer is un- 
able to transfer taxability by assigning 
the income from either salary or prop- 
erty, his next attempt to avoid taxes 
may be by transferring the property 
itself in trust, reserving to himself, of 
course, such control over its use and 
disposition as he is able. 

It is now well established that if the 
income of a trust, even though irrev- 
ocable and with no control reserved 
to the grantor, is used to satisfy his 
legal obligations, such income is tax- 
able to him. Thus, if the income from 
the trust is to be paid to the creditors 
of the settlor of the trust Old Colony 
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Trust Co. v. Commissioner, 279 U. S. 
716 (1929), or for the support of his 
present or divorced wife Douglas v. 
Willcuts, 296 U. S. 1 (1935), such in- 
come is taxable to the settlor. 

Furthermore, Congress specifically 
provided that if the income of a trust 
was or might be used to pay premiums 
on the life insurance on the settlor’s 
life, the income was taxable to the 
settlor, and the constitutionality of this 
statute was sustained by the Supreme 
Court in Burnet v. Wells, 289 U. S. 
670 (1933). The court in its opinion 
stated that although the income was 
not being used to satisfy the settlor’s 
legal obligation, it was being used to 
satisfy his moral obligation to provide 
security for the members of his family 
after his death, and consequently it 
was not unreasonable to tax the in- 
come as his. 


TAXABLE IF REVOCABLE 


It is likewise clearly established, 
both by statute and decision, that even 
though the income of a trust is not 
used to discharge the legal or moral 
obligation of the settlor, it is still 
taxable to the settlor if the trust is 
revocable by him. The statute (In- 
ternal Revenue Code Section 166) pro- 
vides that this is true even if the set- 
tlor could revoke only with the consent 
of “any person not having a substan- 
tial adverse interest”; and in Reinecke 
v. Smith, 289 U. S. 172 (1933), the 
Supreme Court sustained the consti- 
tutionality of the provision on the 
ground that it was necessary in order 
to prevent the settlor from avoiding 
the tax by conditioning his right to 
revoke on the consent of a trustee or 
some other person, whom he could 
easily control. 

In view of the above statutes and 
decisions, the next avoidance attempt 
by a taxpayer might be to place his 
property in trust for his wife, without 
power of revocation, and not for, but 
in addition to, her support, and to as- 
sure eventual reversion of the property 
to himself by providing that the trust 
should terminate, and the property re- 
vert to him, on the expiration of a five 
or ten year period. Such “term trusts’ 
were in fact widely used by wealthy 
taxpayers for many years, and were 
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long successful in transferring the tax 
burden of the income from the trust 
property from the taxpayer to his wife 
or other beneficiary. 


“TERM TRUST’ INVALIDATED 


However, in 1940 the success of the 
“term trust’? device came to a sudden 
end, when the Supreme Court in the 
landmark decision of Helvering v. 
Clifford, 309 U. S. 331, held that a 
husband who had declared himself 
trustee of securities for his wife for a 
term of five years, retaining as trustee 
broad powers of management and re- 
investment of the securities, was still 
taxable on the income paid to his wife 
during the five-year period. 

One of the most surprising aspects 
of the Clifford case is that the court 
specifically recognized that the income 
was not taxable to the husband under 
Section 166 of the Internal Revenue 
Code, which related to the subject of 
income from trusts, but nevertheless 
held that the income was taxable to 
him under the general provisions of 
Section 22 (a), which included in 
gross income all income derived from 
certain named sources, ‘and income 
derived from any source whatever.” 
The following quotations are illustra- 
tive of the reasoning of Mr. Justice 
Stone: 


“The broad sweep of this language in- 
dicates the purpose of Congress to use the 
full measure of its taxing power within 
those definable categories. Hence our con- 
struction of the statute should be consonant 
with that purpose. Technical consider- 
ations, niceties of the law of trusts or con- 
veyances, or the legal paraphernalia which 
inventive genius may construct as a refuge 
from surtaxes should not obscure the basic 
issue. 

* * * 


“Since the income remains in the family 
and since the husband retains control over 
the investment, he has rather complete as- 
surance that the trust will not effect any 
substantial change in his economic position. 
It is hard to imagine that respondent felt 
himself the poorer after this trust had been 
executed or, if he did, that it had any ra- 
tional foundation in fact. For as a result of 
the terms of the trust and the intimacy of 
the familial relationship respondent retained 
the substance of full enjoyment of all the 
rights which previously he had in the prop- 
erty.” 


The Clifford case thus lays down a 
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broad principle that regardless of what 
procedural steps are followed by a 
taxpayer in distributing his property 
among the members of his family, he 
is still taxable with the income thereof 
as long as he retains substantial control 
of the property, at least where it is 
eventually to revert to him. 

It is interesting to note that in Com- 
missioner v. Buck, 120 F. (2d) 775 
(1941), the Circuit Court of Appeals 
for the Second Circuit applied the rule 
of the Clifford case to a situation in 
which the settlor had given securities 
in trust to his wife, for /ife—an ap- 
plication in clear conformity with the 
reasoning of Mr. Justice Stone’s opin- 
ion. 

The most recent decisions of the Su- 
preme Court with respect to individual 
income tax avoidance, are Helvering 
v. Horst, 311 U. S. 112 (1940) and 
Helvering v. Eubank, 311 U. S. 122 
(1940), in each of which cases the 
Supreme Court struck down tax avoid- 
ance plans in language even more 
sweeping than that employed in the 
Clifford case. 

In the Horst case, a father detached 
an interest coupon from a negotiable 
bond, and gave it to his son before 
maturity. The son collected the in- 
terest on the coupon at maturity. Hold- 
ing that the interest was income to the 
father, the court stated: 


“Although the donor here, by the trans- 
fer of the coupons, has precluded any pos- 
sibility of his collecting them himself, he 
has nevertheless, by his act, procured pay- 
ment of the interest as a valuable gift to a 
member of his family. Such a use of his 
economic gain, the right to receive income, 
to procure a satisfaction which can be ob- 
tained only by the expenditure of money or 
property, would seem to be the enjoyment 
of the income whether the satisfaction is the 
purchase of goods at the corner grocery, the 
payment of his debt there, or such non-ma- 
terial satisfactions as may result from the 
payment of a campaign or community chest 
contribution, or a gift to his favorite son. 
Even though he never receives the money, 
he derives money’s worth from the disposi- 
tion of the coupons which he has used as 
money or money’s worth in the procuring of 
a satisfaction which is procurable only by 
the expenditure of money or money’s worth. 
The enjoyment of the economic benefit ac- 
cruing to him by virtue of his acquisition 
of the coupons is realized as completely as 
it would have been if he had collected the 
interest in dollars and expended them for 
any of the purposes named.” 
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In the Exbank case, a life insurance 
agent, after he had sold certain poli- 
cies, assigned to another the right to 
renewal commissions thereon, and 
many years later the assignee received 
payment of these commissions. The 
court, on the authority of the Horst 
case, held the commissions taxable to 
the assignor. 

It is possible to regard the decision 
in the Horst case as consistent with 
earlier decisions—this on the ground 
that even though the bond coupon was 
in form a separate negotiable instru- 
ment, independent of the bond, it rep- 
resented in fact merely the right to re- 
ceive current income from the bond, 
and consequently the case presented a 
mere assignment of income and not a 
transfer of property. However, in the 
Eubank case, as pointed out by the dis- 
senting judges, the right to receive 
compensation for services rendered 
years before, even though it was a right 
to receive income, was certainly a ma- 
tured property right. The right was 
just as much a property right as the 
right of the life beneficiary in the Blair 
case to receive income from the trust 
there involved, as to which the Su- 
preme Court had in 1937 held the 
income taxable to the assignee. Conse- 
quently, it seems to me that the de- 
cision of the Blair case on this point 
is no longer law. The present rule 
seems to be that an assignment, for- 
mally an assignment of property, is 
nevertheless ineffective to transfer the 
taxability of income to the assignee, if 
the property assigned is in its essence 
merely the right to receive income. 


WHITHER INCOME TAX AVOIDANCE ? 


In what state do the above decisions 
in their totality leave individual in- 
come tax avoidance ? 

Assignments of income, whether 
current, or for past or future years, 
transfers formally of property, which 
are in effect only assignments of such 
income, transfers in trust, either in sat- 
isfaction of an obligation of the set- 
tlor, or subject to any possible degree 
of real or presumed control in the set- 
tlor, are clearly ineffective devices of 
income tax avoidance. 

On the other hand, devices which 
are still effective are an absolute gift 


direct to a wife, relative or outsider, 
and an irrevocable permanent trust, 
without retention of any control in the 
settlor, for the benefit of a wife, rela- 
tive or outsider. 

In effecting both the above types of 
transfers, the settlor would have to 
pay gift tax, if the amount of the trans- 
fers was greater than the gift tax ex- 
emption, as the price of income tax 
avoidance. As gifts of $4,000 in any 
one year to any one person, and in ad- 
dition other gifts totaling $40,000 dur- 
ing one’s lifetime are exempt from the 
gift tax, a taxpayer has considerable 
latitude for saving income tax by mak- 
ing gifts, without incurring gift tax. 


EFFECT OF COMPULSORY JOINT 
INCOME TAX RETURNS 


Of course, if Congress adopts Mr. 
Morgenthau’s suggestion and estab- 
lishes compulsory joint income tax re- 
turns for husband and wife, it will be 
impossible by any gift to a wife to 
minimize income tax, as all income of 
a husband and wife will be taxed as 
the income of one person. 

Another successful avoidance device, 
which will similarly be destroyed if 
Congress requires compulsory joint in- 
come tax returns, or passes other hos- 
tile legislation, would be for a tax- 
payer to move to a community property 
state, of which there are nine in the 
union, including California. The law 
of those states maintains the amiable 
fiction that all income received by 
either husband or wife belongs half 
to each, and the Supreme Court in its 
tax decisions has given effect to this 
fiction. I might add that, if compul- 
sory joint returns are not required, and 
no other law is passed changing the 
tax status of community property in- 
come, it would be highly desirable for 
Ohio to adopt a community property 
law and so obtain for its citizens the 
benefits of the income tax advantage 
now possessed by the citizens of the 
community property states. 


STATE AND MUNICIPAL BONDS 


Another still effective tax avoidance 
now threatened by Mr. Morgenthau is 
investment of funds in state and mu- 
nicipal bonds. The interest from such 
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bonds has not been subjected to Fed- 
eral income tax, and for many years 
an attempt by Congress to tax such in- 
terest would have been unconstitu- 
tional. However, Mr. Morgenthau has 
urged Congress to enact legislation 
taxing interest from both past and fu- 
ture issues of such bonds, and there is 
little doubt under the present decisions 
of the Court that the constitutionality 
of such a statute would be sustained. 
In addition to the devices which I 
have mentioned, there are a few minor 
methods of individual income tax 
avoidance still available. Such, for in- 
stance, is the creation by an employer 
of a pension trust for executives or 
other employees, the effect of which is 
to allow the employer to deduct its 
contributions currently, but to tax the 
employees only on payment of the 
pensions. Such also is the giving by a 
wholly-owned corporation to an em- 
ployee of an option to purchase stock 
in the company, of doubtful present 
value, at a low price; if the value of 
the stock later increases, and the em- 
ployee exercises his option and pur- 
chases the stock at the low price, under 
present decisions he realizes no in- 
come until he later sells the stock. 
However, I believe that what I have 
already said fairly well covers the 
range of obvious major methods of 
individual income tax avoidance. 


Estate Tax 


The problem of a wealthy individual 
who wishes to minimize the estate 
taxes payable on his death is how to 
give away as much of his property as 
he can during his lifetime, but do this 
in such a manner as to retain substan- 
tial control of it. His problem has been 
rendered immensely more difficult, and 
in many cases absolutly insoluble, by 
the alertness of the Treasury, Congress, 
and the courts, and their willingness 
to find that even though the taxpayer 
has employed ingenious devices to di- 
vest himself of his property for estate 
tax purposes, he is nevertheless still 
its Owner. 

In addition, the possibility of estate 
tax saving was greatly reduced by the 
enactment of the Federal gift tax, 
which after being in force from 1924 
to 1926, and being repealed in 1926, 
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was permanently enacted in 1932. The 
gift tax taxes all gifts during life at 
progressive rates, which are 75 per 
cent. of the comparable estate tax rates. 
Of course, when it is considered that 
the gift tax is paid immediately on the 
gift, while the estate tax is paid only 
a year or more after death, it is obvious 
that liability of property to the gift 
tax may, because of loss of use of the 
money in the interim between the gift 
and the donor's death, be more expen- 
sive than would liability to the estate 
tax. 
GiFT VERSUS EsTATE TAX 


However, there are two very definite 
advantages to the owner of a large es- 
tate in having much of his property 
pass by gift rather than as part of his 
estate. First, the gift tax, as I have 
already stated, provides an exemption 
of all gifts not exceeding $4,000 in 
any one year to any one person, and in 
addition a cumulative exemption of 
other gifts up to a total of $40,000 
during the donor's lifetime, both of 
which exemptions are in addition to 
the estate tax exemption of $40,000. 
Second, the gift tax and estate tax are 
calculated independently, and the cu- 
mulative rates are applied independ- 
ently. As a result, by giving away a 
substantial part of one’s property one 
can obtain the advantage of two sets 
of rate brackets, each starting from the 
lowest point, instead of having his 
property subjected to a single set of 
rate brackets and so having much of 
his property taxed at higher rates. It 
has been calculated that the minimum 
total of estate and gift tax is payable 
when 60 per cent. of a taxpayer’s prop- 
erty passes by gift and 40 per cent. as 
part of his estate. 

As already indicated, the benefits to 
a taxpayer of having his property pass 
by gift rather than as part of his estate 
have been made very difficult of reali- 
zation by statutes and decisions hold- 
ing that as long as the donor has re- 
served any possible control over or 
reversion in property, he has not finally 
disposed of it and it remains part of 
his estate on death. Thus, Congress 
early enacted that the corpus of a rev- 
ocable trust remained part of the set- 
tlor’s estate, because he retained power 
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to re-acquire direct ownership of the 
property at any time. Congress further 
enacted that the corpus of a trust 
should remain part of the settlor’s es- 
tate even if the trust was revocable 
only with the consent of some other 
person. Although the constitutionality 
of this statute was challenged in the 
case of Helvering v. City Bank Farm- 
ers Trust Co., 296 U. S. 85 (1935), 
in which a trust created by a wife was 
revocable only with the consent of her 
husband, who was the beneficiary of 
the trust, and therefore had a pre- 
sumably adverse interest with respect 
to any exercise of the power of revo- 
cation, the court held the statute to 
be constitutional. Mr. Justice Roberts 
stated : 

“Congress may well have thought that 
a beneficiary who was of the grantor’s im- 
mediate family might be amenable to per- 
suasion or be induced to consent to a revo- 
cation in consideration of other expected 
benefits from the grantor’s estate. Congress 
may adopt a measure reasonably calculated 
to prevent avoidance of a tax. The test of 
validity in respect of due process of law is 
whether the means adopted are appropriate 
to the end. A legislative declaration that 
a status of the taxpayer’s creation shall, in 
the application of the tax, be deemed the 
equivalent of another status falling normally 
within the scope of the taxing power, if 
reasonably requisite to prevent evasion, 
does not take property without due process.” 


In Porter v. Commissioner, 288 
U. S. 436 (1933), the court held tax- 
able as part of the settlor’s estate the 
corpus of the trust as to which settlor 
had retained no power of revocation, 
but merely a power to change the bene- 
ficiary, although he could not make 
himself a beneficiary. In this case the 
court was of the opinion that the power 
to dispose of the benefits as between 
individuals was a large enough resid- 
uum of control in the settlor to warrant 
his being regarded as the owner of 
such property at the time of his death. 

Where a trust is irrevocable, but the 
settlor has retained a right to a life 
income therefrom, the corpus of the 
trust is made part of the settlor’s estate 
by express statutory provision. More- 
over, the Supreme Court has inter- 
preted another provision of the law to 
tax as part of a settlor’s estate the 
corpus of a trust in which the settlor 
retained only a right to regain the 

(Please turn to page 172) 
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Brief Items from Here and There of Intzes; 





U. S. Spends Two Billion Monthly 


With three and a half months yet to 
go, Federal expenditures for the current 
fiscal year yesterday surpassed the heavi- 
est spending in any full year in American 
history. 

The Treasury disclosed that between 
July 1, 1941 and March 17, 1942 it spent 
$18,667,611,678. The highest amount spent 
in a previous full fiscal year was $18,- 
522,895,000 in 1919, which included the 
close of the World War. 


Cost of Living Is Up 10.6 Per Cent. 


The cost of living for wage-earners in 
the United States rose 10.6 per cent. in 
the last twelve months, the National In- 
dustrial Conference Board reported re- 
cently. The rise in New York City was 
put at 10 per cent. 


S.E.C. Activities Still Disrupted By Transfer 


Dow, Jones & Co., business news 
agency, said March 19 that the Securities 
& Exchange Commission had been dis- 
organized by the recent move to Phila- 
delphia from Washington and would be 
unable to proceed with its business in a 
normal way for another two or three 
weeks. 

Meanwhile, the agency said, all but the 
most pressing cases would be held in 
abeyance and few, if any, important de- 
cisions were expected to be rendered. 

Transfer of the Commission’s physical 
equipment and personnel has been about 
completed, the agency said. The organi- 
zation has taken over the 14-story Penn 
Athletic Club Building and for the first 
time since its creation in 1934 will have 
all of its head office personnel under one 
roof. At Washington the Commission oc- 
cupied three buildings. 


War Expenditures of Britain Soaring 


Britain has increased its war expendi- 
tures 50 per cent. this year and is now 
spending $1,500,000,000 a month as com- 
pared to $1,000,000,000 a month up to the 
end of 1941, Sir Gerald Campbell, British 
Minister in Washington and head of the 
British Information Services in the United 
States, said March 16. 

Sir Gerald spoke at a luncheon given 
in his honor by the British Empire Cham- 
ber of Commerce in the Hotel Biltmore. 
He explained that “it would not be fair 
to suggest a comparison with the current 
rate of expenditure in this country since 
we in the United Kingdom have had over 
two years in which to turn our produc- 
tion Over to war purposes.” 

Sir Gerald reported that the rate of 


British war expenditure was about $370 
per capita now and “constantly growing.” 
He added that “this is entirely outside 
any computation of the Lease-Lend aid 
we have received and are receiving.” The 
strength of the British war effort, he 
held, “compares favorably per head of 
the population with that of any other 
country in the world.” 


Small Business Wants 48-Hour Week 


Small business by an overwhelming 
vote wants a forty-eight hour week with- 
out Overtime pay and a national sales tax, 
and is opposed to the closed shop and 
union dues checkoff system, an opinion 
poll taken by the National Small Busi- 
ness Men’s Association revealed March 
16. 

Mr. Frederick A. Virkus, president of 
the Illinois division of the association, 
said a tabulation of the returns showed 
96.88 per cent. against the closed shop 
and the checkoff system, 91.12 per cent. 
against overtime for work in excess of 
forty hours a week, 85.91 per cent. for 
a 48-hour week, 66.91 per cent. for a na- 
tional sales tax, 95.50 per cent. for con- 
trol of wages and farm prices, 88.10 per 
cent. against licensing of business, 97.70 
per cent. for eliminating non-defense 
“spending as usual,” and 87.50 per cent. 
for a clearing house for small business 
problems. 

Other findings were as follows: 

Seventy-four per cent. for the Sabath 
bill to create a small-business loan cor- 
poration; 92.70 per cent. for registration 
of labor unions and business associations; 
94.50 per cent. for the Voorhis bill for 
equitable distribution of war contracts; 
95.02 per cent. for small business repre- 
sentation on the War Production Board 
and other agencies; 84.97 per cent. for 
the creation of a civilian board to handle 
supply of materials not required for war 
production; 85.74 per cent. for a mora- 
torium on debts of companies which be- 
come war casualties through no fault of 
their own and 98.74 per cent. for the 
channeling of all non-defense purchases 
of the government to civilian businesses. 

Committees met to prepare reports on 
problems linked to the war effort. Reso- 
lutions were prepared on taxation, arms 
manufacturing, pools, labor, government 
competition, price-fixing, trade barriers, 
sabotage, government economy, priorities 
and other matters. 


U. S. Foreign Trade Sets Record in ’41 


United States exports and imports in 
1941 were greater in volume than for 
any other year in the nation’s history, the 


Bureau of Census reported March 3. 

In value the $5,146,000,000 work of 
goods exported from the United States 
last year—which included lease-lend ship- 
ments—was exceeded only by 1929 and 
the years from 1916 through 1920. The 
prices of export commodities, though 
higher than for the years immediately 
preceding the war, did not reach the level 
of the Nineteen Twenties or the first 
World War. 

In comparison with 1940, exports of 
United States merchandise in 1941 in- 
creased by 20 per cent. in quantity and 28 
per cent. in value. As compared with 
1938, the last pre-war year, they showed 
an increase in quantity of 47 per cent. 
and in value of 64 per cent. Prices, how- 
ever, were higher in 1941 than for the 
two previous years. 


Publications by Research Institute of America 


An analysis of how to do business with 
government was released in March, 1942, 
by the Research Institute of America, In- 
corporated, New York City, under the 
title of “Producing for War.” It brings 
together all the suggestions and case 
studies The Institute’s Washington office 
has gathered from the Army, the Navy, 
and the new War Production Board on 
how to get, speed up, and expand war 
production. 

The analysis tells how to get govern- 
ment business through a prime contract 
or a subcontract, how to convert to war 
production, how to handle government 
red tape, how to handle priority and price 
procedure, how to get, train and speed 
up labor, how to operate most efficiently 
under a war contract. 

Ordinarily first-edition copies of an 
analysis of this kind are not sent out to 
firms who are not Research Institute mem- 
bers. However, because this analysis cov- 
ers recommendations that every business 
must consider quickly, it has been made 
available through general distribution. 
Single copies may be purchased—price 
$2.00. The address is: 292 Madison Ave- 
nue, New York, N. Y. 


Payroll Bond Buying Expands 


Four hundred and forty-five additional 
business concerns in New York State, 
with 43,028 employees, adopted the sec- 
ond week in March the payroll-deduction 
plan for systematic purchases of defense 
bonds, it was announced March 12 by 
Robert Bruce, director of the service di- 
vision of the New York Defense Savings 
Staff. This extends the plan to 5,203 
concerns in New York State with more 
than 4,231 employees. 
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Institute Session Called Off 


Because of the demands that the war 
is imposing on the electric utility indus- 
try, the annual convention of the Edison 
Electric Institute will not be held this 
year, Charles W. Kellogg, president of 
the institute, announced in March after 
a meeting of the board of trustees. 


68 January Strikes Listed by N. A. M. 


Despite the war, work stoppages con- 
tinue to impede production, the National 
Association of Manufacturers revealed 
February 19 in a report dealing with 68 
strikes throughout the country in Janu- 
ary. Of these, 43 were in war production, 
involving 15,512 workers and 661,976 
lost man-hours. 


Corporate Profits Rise 50% in Three Years 


Statistics showing the quarterly earn- 
ings and dividends of large corporations, 
published by the Federal Reserve Board 
March 10 for the first time, indicate that 
both have climbed sharply in the last 
three years. 

A total of 629 industrial corporations 
had earned net profits after taxation of 
$1,465,000,000 in 1939; $1,818,000,000 
in 1940 and $2,181,000,000 in 1941. Their 
profits, therefore, increased about 50 per 
cent. This ratio of increase also is borne 
out by statistics for the net profits of 
152 industrial companies. 

Large increases in net profits were reg- 
istered by 45 corporations engaged in 
turning out oil products and refining, 
whose net profits rose from $98,000,000 
in 1939 to $173,000,000 in 1941; by 47 
iron and steel manufacturers, whose net 
profits advanced from $146,000,000 to 
$322,000,000, and by 69 machinery mak- 
ers, who made $115,000,000 in 1939 and 
$197,000,000 in 1941. Manufacturers of 
automobiles and other transportation 
equipment made $325,000,000 in 1939 and 
$497,000,000 in 1941. 

Net income of railroads increased from 
$93,000,000 in 1939 to $502,000,000 in 
1941; of electric power utilities, from 
$138,000,000 to only $140,000,000, and 
telephone companies, from $1,179,000,000 
to $1,382,000,000. 


55 Hours a Week, British Average; 
Work Peak Should Not Pass 60 


Britain has learned the lesson that to 
maintain the most efficient, maximum out- 
put of her essential industries, such as 
coal mines, armament factories, and ship- 
yards—in other words, war production— 
the workers should not put in more than 


sixty hours weekly and that the average 
weekly work hours should be about 55. 
This assertion was made March 2 by a 
spokesman of the Trades Union Congress, 
which represents all branches of British 
labor. 

Generally speaking, the 55-hour week 
is about the average for workers in Brit- 
ain’s wartime production which goes on 
seven days weekly. Although the wheels 
of industry keep turning 24 hours a day, 
not stopping except in cases of mechani- 
cal breakdowns, those who man_ these 
wheels must work in various shifts and 
their total working hours vary according 
to the nature of their employment. 


75% Excess-Profit Tax is Predicted 
by Seidman 

Corporations will probably be faced 
with an excess-profits tax of at least 75 
per cent. under the 1942 tax bill and may 
lose the right to deduct interest, J. S. 
Seidman, chairman of the Federal Taxa- 
tion committee of the New York State 
Society of Certified Public Accountants, 
told a luncheon meeting of the Buffalo 
Chamber of Commerce Feb. 27. 

Mr. Seidman suggested that corpora- 
tions will no longer have the choice of 
electing to mame as excess profits the 
difference between normal profits as 
shown by the 1936-1939 average or of 
claiming an eight per cent. return on 
amounts up to $5,000 as normal. 

He said that there may be a sharp at- 
tack on undistributed earnings and named 
three plans now under consideration: 
making the stock-holder pay his relative 
share of such earnings; a special tax on 
earnings withheld by corporations; and 
an arbitrary ruling that corporations must 
distribute at least 70 per cent. of all 
their earnings. 


N.R.D.G.A. Division To Meet 

The mid-year convention of the Con- 
trollers Congress, the Store Management 
Division, including personnel, traffic and 
delivery groups of the National Retail 
Dry Goods Association, will be held at 
the Palmer House, Chicago, June 15 to 
18, it was announced recently. The Credit 
Management Division will hold its mid- 
year convention at the Gibson Hotel, 
Cincinnati, May 6 to 8. 


Wholesale Prices at 13-Year Peak 
Wholesale prices during the week 
ended on March 7 fluctuated within a 
narrow margin, with the general level 
rising slightly to a new thirteen-year 
peak, the Bureau of Labor Statistics an- 
nounced March 12. 


British Taxes 

In a bulletin published the first of last 
month, Merrill, Lynch, Pierce, Fenner & 
Beane pointed out what it described as a 
good deal of misunderstanding in this 
country over British taxes. There is a 
feeling here, said the bulletin, that taxes 
there are tremendously higher than those 
in this country. This disparity, the firm 
said, is not so great as the figures show, 
because the British bill for taxes other 
than the nation income levy is much 
lower than that here. In this country 
the bill for 1941 income taxes is about 
$7,200,000,000, that for the State and mu- 
nicipal taxes something more than $9,- 
000,000,000. The increases proposed by 
Secretary Morgenthau will leave total 
British taxes higher than those in this 
country (on a relative basis) but not so 
much higher as popular imagination 
places them. 


Business Firms Bury Records in Microfilm 
To Escape Air-Raid Ruin 

Microfilm copies of important records 
are being buried on farms back from the 
Atlantic and Pacific coasts or hidden in 
vaults in communities remote from areas 
which might be subjected to bombing, it 
was disclosed February 12 at the annual 
exhibit sponsored by the Office Manage- 
ment Association of Chicago. 

Representatives of the Recordak Corp., 
a subsidiary of the Eastman Kodak Co., 
stated that banks, insurance companies, 
department stores and other dependent 
on permanent records are filming the rec- 
ords by a process which reduces the doc- 
ument to a microscopic size. From 2,300: 
to 3,000 letter-size documents can be re- 
corded on 100 feet of 16 mm. film at a 
cost of 14 cent a sheet, and the film will 
last as long as rag paper documents. 

The military services, also, have 
adopted microfilm for sending letters to 
men at distant bases, thus saving much 
valuable space in transportation. 


Material Used for 30-Ton Tank 
The steel of 500 refrigerators and rub- 
ber of 87 average auto tires goes into 
making one 30-ton tank of the medium 
type used by the United States armed 
forces, reports the Associated Press. 


New Low Reached in Unemployment 
Because some 4,800,000 workers were 
added to payrolls and because of expan- 
sion of the armed forces last year, un- 
employment dropped to the lowest level 
since 1930, the Division of Industrial 
Economics of the National Industrial 

Conference Board reported recently. 








Emil Schram 


To Encourage Private Financing 


Following is the prepared statement 
of Mr. Emil Schram, President of the 
New York Stock Exchange and for- 
mer Chairman of the Reconstruction 
Finance Committee, delivered before 
the House Ways and Means Commit- 
tee on March 20: 

You have heard a great deal of 
opinion and testimony of a technical 
nature relating to the capital gains 
tax in the course of these hearings. I 
want to take a few minutes to discuss 
with you the general philosophy of 
this tax, as I see it. Having but re- 
cently left the government service, I 
think I can look at this problem in a 
somewhat detached manner and from 
the point of view of those of you 
whose responsibility it is to provide 
revenue in increasingly large amounts 
for the conduct of the war. 

Considering the overwhelming 
burden imposed upon the Treasury 
and the Federal credit by the necessi- 
ties of war financing, it would be ut- 
terly foolish for any one to propose at 
this time any change in the capital 
gains tax which did not promise 
greater revenue to the government. 
Both the proponents and the oppo- 
nents of the capital gains tax provisions 
agree that the paramount purpose is 
to raise revenue. I want to show you 
why I think the present capital gains 
tax has defeated its own purpose as a 
revenue-raising measure. 

Because I recognize the imperative 
emergency need of revenue, I will not 
discuss the unsoundness of the princi- 
ple of the capital gains tax. That dis- 
cussion, in my judgment, can be left 
to a more appropriate time. At the 
moment all of us are concerned, above 
everything else, with the problem of 
financing the war. What I have to say 
bears directly upon that problem. 


INVESTMENT REASONS CITED 


It seems to me that there are but 
two reasons why people invest their 
capital. Either they invest to obtain 
an income by way of rents, dividends 


or interest or they invest with the 
hope that they may sell the invest- 
ment at a profit. Unless taxpayers are 
willing to buy and sell capital assets, 
there is no possibility of deriving 
revenue from a capital gains tax. 

No man in his right mind is going 
to expose his hard-earned capital to 
needless risks. The income accruing 
by way of rents, dividends or interest 
cannot compensate for the loss of 
capital. In earlier years an investor 
who lost his capital in one venture 
had at least a chance of recouping his 
loss in a subsequent venture. Today 
the capital gains tax has made this 
extremely difficult, if not impossible. 

To illustrate, take the case of a tax- 
payer who has accumulated $10,000 
capital. He invests $5,000 of it in a 
piece of land and the other $5,000 in 
a local manufacturing company. Over 
a period of years, the local manufac- 
turing company prospers and the tax- 
payer sells this investment at a profit 
of $3,000. The next year he sells his 
land at a loss of $3,000. 

Now you would think that this tax- 
payer, having made $3,000 in one ven- 
ture and having lost $3,000 in an- 
other, would still have his $10,000 in 
capital intact. But under the present 
capital gains tax, this might not be the 
case. The chances are the taxpayer 
would have shared a large portion of 
his capital gain with the government, 
but would have borne all of the loss 
himself. This means that a taxpayer's 
capital is going to be frittered away 
even though he is skillful enough to 
balance his successful and unsuccess- 
ful investments. 


VENTURE CAPITAL SEEN LACKING 


Under existing circumstances it is 
easy to see why business investments 
no longer attract private capital to the 
extent that they should in a healthy 
economy and why there is such a lack 
of much-needed venture capital. This 
lack of venture capital has, I believe, 
increased the financial burden which 
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Urges Cut in Capital Gains Tax 


of War Effort 


the defense effort has placed upon our 
government. I have no doubt that all 
of you know business men in your 
districts who have been forced either 
to borrow from the government or 
from the banks in order to finance 
their war efforts, although those busi- 
ness men would have preferred to fi- 
nance themselves through the raising 
of equity capital. 

Time and time again I have heard 
people say—‘I know that this is a 
sound venture and I know that it 
needs equity money, but I won't go 
into it because if it succeeds I will 
have to give most of my gain to the 
government, while if it fails I will 
have to bear all the losses myself.” 

It seems to me that those who urge 
a higher capital gains tax lose sight of 
the very important and very funda- 
mental fact that you cannot derive 
revenue from a capital gains tax un- 
less you have purchases and sales of 
capital assets. I think it is demonstra- 
ble that the high capital gains tax has 
been an important factor in discourag- 
ing people from making capital in- 
vestments. In addition, it has dis- 
couraged those with profits from realiz- 
ing them. 

I am convinced that the lowering 
of the capital gains tax will free equity 
capital and, by so doing, will not only 
help to shift a portion of the financ- 
ing of the defense effort from govern- 
ment to private capital, but also to in- 
crease the revenue derived from the 
capital gains tax itself. 

The government’s own records 
demonstrate that the capital gains 
provisions, as now written, are dis- 
appointing from the standpoint of 
revenue produced. Not only is there a 
large loss of potential revenue to the 
government, but we also have a par- 
alyzing condition of inertia, in so far 
as the use of venture capital is con- 
cerned. 

The question has been raised as to 
the relation of speculation to the pro- 
posed modification of the present 
capital gains tax. The statement has 











eg 











IT’S ON FOR victory! 


TWO SHIFTS 


The old white collar, she ain’t what 
she usta be. 

For so acute are today’s produc- 
tion problems — in the office, as well 
as in the factory — that many con- 
cerns employ multiple shifts of 
clerical help . . . so that figure-work 
machines shall not stand idle while 
machine tools hum a victory tune! 

Thus Management’s battle against 














time-saving efficiency of modern 
Comptometer methods (particularly 
in figuring costs and payrolls). 

In the light of these new condi- 
tions, you may wish to consult your 
local Comptometer Co. representa- 
tive. He is prepared to suggest ways 
in which your present Comptometer 
equipment can be better adapted to 
meet your new problems. 


al % time throws new emphasis on the Telephone him . . . or write to 
il \ amazing speed of Comptometer Felt & Tarrant Mfg. Co., 1734 N. 
/ Se adding-calculating machines, andthe _ Paulina St., Chicago, III. 
| N 
| N\ 
% 
; \ COMPTOMETER 
% \ 
% \ REG. U. S. PAT. OFF. 
\ ADDING-CALCULATING MACHINES and METHODS 
* 
\ ail 
Me ee = This is where we'd ordinarily put a picture of the Model M Comptometer. Because 
\ ae these extraordinary times emphasize the importance of CoMPTOMETER METHODS so 
a wre strongly, we’ve omitted the machine in an effort to call your attention to that emphasis! 
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been made that the bill proposed by 
Congressman Boland “would place a 
premium on speculation.” It seems to 
me that such an effort to discredit the 
proposed improvement in the tax law 
is not only deplorable, but that it 
misses the point. 

This country has benefited greatly 
from speculation of a constructive 
character. One type of speculation 
which contributes to the general eco- 
nomic welfare, and which is thus so- 
cially desirable, is that engaged in by 
informal people who can afford to 
assume risks. Such speculation is 
often, in reality, an investment in the 
future of the country. Without that 
kind of speculation this country 
would not have witnessed the devel- 
opment of the Curtiss-Wright Cor- 
poration, the Chrysler Corporation, 
United States Steel Corporation and 
other great enterprises which are to- 
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day producing the materials with 
which we are going to win the war. 

Let me point out that the effects of 
this capital gains tax extend far be- 
yond the securities markets. The capi- 
tal gains tax hits every land owner 
and every business man who makes a 
capital investment of any kind. The 
chilling effect of the capital gains tax 
is as great on the price of farm lands 
and other real estate as it is on securi- 
ties listed on the New York Stock 
Exchange. 

I earnestly believe that the good 
which will come to the country as a 
whole from a lowering of the present 
capital gains tax will far exceed any 
benefit which our securities markets 
may derive, and that much more reve- 
nue will be realized in the aggregate 
from a lower tax than from the pres- 
ent one, whose principal effect, as I 
see it, is to destroy incentive. 


W.P.B. To Test Subcontracts Plan 


The “casting office” plan for distrib- 
uting war production work in much 
the same way that Hollywood produc- 
ers select actors and actresses will be 
the subject of an experiment by the 
War Production Board and the Na- 
tional Association of Manufacturers, it 
was learned in New York the middle 
of last month. The experiments, to be 
conducted in Chicago and two or three 
other cities, will be a regional test of 
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the so-called ‘Stanley plan’ of subcon- 
tracting. 

Main feature of the plan is a di- 
rector of subcontract opportunities and 
its effect is to bring the job to the ma- 
chine. The details of facilities, proc- 
esses, materials, weights and numbers 
are reduced to codes. These compact 
descriptions, taken from the prime 
contractor's routine .eperating sheets, 
are sent by the prime contractor to 
Washjggton for listing in the direc- 
tory. The directory, alphabetically ar- 
ranged and indexed, is mailed to po- 
tential subcontractors, who eliminate 
or qualify themselves for one or more 
jobs listed. * 

The N.A.M. is understood to be ar- 
ragging for a wide distribution of in- 
#rmation on the plan among poten- 
tial subcontractors. Meetings with 
prime contractors in the areas to be 
tested are being arranged. Local trade 
and civic groups will be enlisted in the 
test areas, and if and when the pro- 
gram is initiated on a national scale, 
these groups will play an important 
part in the work. 

Each participating prime contractor 
describes from his operating sheets the 
essential phases of a subcontract job. 


A vertical boring and turning mill 
having a one-turret head with 36-inch 
swing may be designated as A.A.C. 
This coded material, transcribed on a 
breakdown sheet, is sent to a central 
tabulating agency. There the data are 
transcribed on punch cards, in turn 


sorted alphabetically. The material 
from the punch card is transcribed on 
a tabulated copy sheet which can be set 
up readily in print. This copy becomes 
the directory. 

The potential subcontractor, having 
reduced his machinery to terms of the 
code, receives the directory each Mon- 
day morning, glances through it for 
his code descriptions of his own ma- 
chinery, and is able to determine 
whether or not a job has turned up for 
him. 


Registrations Rise 


Registrations under the Securities 
Act in 1941 totaled $2,787,153,000 
and were the highest for any calendar 
year since 1937, the Securities and Ex- 
change Commission reported February 
25. This total compared with $2,- 
124,429,000 in 1940 and $1,815,046,- 
000 in 1939. Of the total in 1941, 
$1,976,754,000 was registered by is- 
sues for sale. 

Twenty-six per cent. of the estimated 
net proceeds of $1,941,521,000 from 
sales of securities in 1941 was to be 
applied to new money uses, the highest 
total for the last four years. About 
two-thirds of the new money was for 
purchase of plant and equipment. Re- 
payment of indebtedness and  retire- 
ment of preferred stock was expected 
to absorb 58 per cent. of the proceeds 
as compared with 79 per cent. in 1940. 

The proportion of net proceeds ap- 
plied to new money purposes was 
much greater for stocks than for bonds, 
40, compared with 21 per cent. The 
most substantial contributions to new 
money purposes were by manufactur- 
ing companies and by transportation 
and communication companies. 

More than 53 per cent. of the $1,- 
050,160,000 of securities registered by 
all groups were underwritten at an 
average compensation of two per cent. 
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LECTROMATIC—the fastest typewriter in the world 
—provides the speed and accuracy so necessary in 








producing the paper work of America’s War Program. 


Production forms, regardless of their size, type or number of cop- 
ies required, are prepared with accuracy and utmost speed. The 
IBM Electromatic All-Electric Typewriter has joined Uncle Sam's 
forces.in the Army, Navy, Marines, and defense businesses to do its 
part in speeding up America’s production. 

\, Electromatits are made in models to speed up these applications: 
we Correspondence, Forms Writing, Stencil Writing, Liquid and Gelatin 


~ Duplicator Masters, Photographic and Direct Plate Masters, Financial 
and Statistical Reports, Engineering Masters. 
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WHAT IS AHEAD? 
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mobiles, for the reason that the present 
and the future tax load on the average 
family budget is probably going to be 
as great as all of the monthly time pay- 
ment budget was before this happened, 
and that means they can not spend as 
much for that purpose. 

We may see more decentralization 
of manufacture; more people working 
near their homes and selling their 
goods in a smaller radius. I think that 
is just logical with higher costs of 
transportation all the way around. 

Who knows? Agriculture may come 
back in a decentralized form. Not that 
we are going to be able to go out there 
and be farmers. I would not be sur- 
prised but what those who have gone 
and bought farms with the thought 
that it is a great hedge are going to 
be the most disappointed of all be- 
cause these times are not like the last, 
when you could go out on a farm to 
get away from it all and hedge against 
inflation. 

When we could hoard gold; when 
we had dollars payable in gold; when 
local taxes were considered the pre- 
serves of the local government and the 
federal government did not consider 
going into the local field to tax, then 
you could go and buy farms or real 
property. 

But now the barriers have all been 
broken down. The state taxes you for 
driving your car and the federal gov- 
ernment taxes you for driving your 
car. If they get hard up they will tax 
you for being on a farm. Besides all 
that, the farm and the home real estate, 
in view of the burden that is ahead in 
taxes, stand to be taxed more heavily. 
If we do decentralize and a farm be- 
comes more of a way of life, as they 
say, and a matter of putting your own 
labor to work for your own good, then 
the price you pay now may be many 
times what it will be worth,—what it 
will be exchangeable for. 


THE New LANGUAGE 


There is one more thought. In these 
days we have even changed our lan- 
guage. We do not use the same words 
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that we formerly used. We do not 
understand one another at all. 

You must keep in mind that there 
are two definitions. If you want to 
converse with a man about economic 
affairs, for example, deficit now means 
the measure of physical success. Econ- 
omy means the more you spend on non- 
essentials and the more you borrow 
that you can never repay, the better 
off you are. National bankruptcy (and 
there is a honey) is an end to be 
sought wherein no one but politicians 
will have more than old age pension, 
and all of that will be payable in 
worthless dollars. 

Today, as Dr. Hanson says, debt is 
an asset that never needs to be paid 
and the interest is a new form of in- 
come. Things have not changed 
much. Read over some of the pro- 
spectuses of the 1929 investment 
houses and you will get another idea 
along that same line. 

I did not come here to preach, but 
I have, a little. Maybe we had better 
pay a little heed to our philosophy. It 
is quite evident that the Japanese are 
not afraid of one hundred billion dol- 
lars. As you think of the Japanese 
philosophy and civilization, remember 
that it is only 92 years since Perry 
went into Japan, introduced our civil- 
ization into their country; increased 
the birth rate and lowered the death 
rate; taught them baseball and all of 
our various ways of living. Now, 92 
years later, see what good use they are 
making of it? 

For that matter, if you are thinking 
about civilization and how it is used, 
look around the world. It is a very 
strange and striking fact that the only 
countries in the world today at peace 
are those that are called uncivilized. 

What does it mean when all the 
civilization of the last 150 years brings 
us to a point where only the civilized 
are fighting and the uncivilized are at 
peace? To me it is one more indica- 
tion that this old cycle is working; 
that we may well prepare ourselves for 
the cycle of turning and bringing us 
back some time. 


FoR THE PRESENT—TAXES 


That does not mean, however, that 
we can ignore the present. We must 





recognize for one thing the amount 
of taxes raised last summer in the 1941 
tax bill, three billion six. Just think of 
what had to be taxed to raise that three 


billion six. I can not even begin to 
give you a complete list but there is 
the automobile tax, the radio, electrical 
devices, furs, matches; lowering of 
estate and gift exemptions; increase in 
income tax and lowering of the exemp- 
tions there. 

That was a drastic tax bill to raise 
three billion six. Now we are talking 
about raising nine billion more. It 
probably will mean higher corpora- 
tion income taxes, much higher surtax 
rate on individuals, more excise taxes, 
and the general lowering of exemp- 
tions all the way around. 

Now, translate that into future busi- 
ness, and I do not believe, even as en- 
couraged as I am about the other fac- 
tors that are beginning to show green 
lights, that we should be too opti- 
mistic. There is one thing that should 
cause us to stop, look, and listen. Es- 
pecially should we be careful when we 
consider Van Nuy’s proposition that is 
before Congress today. 

Under that bill the treasury can go 
to the Federal Reserve and say they 
want so many bonds, a billion or two 
billion or what not. You say, “Well, 
why not? What is the matter with it? 
The Federal Reserve has the open mar- 
ket power. They buy their bonds now. 
Why not buy them direct from the 
treasury ?”” 

Well, gentlemen, just this: When 
the Federal Reserve buys bonds today, 
they buy your bonds or some other 
banks’ bonds. They buy bonds that 
are in the open market. When they 
buy those bonds they do not increase 
the public debt. They take a bond off 
of an anxious seller, temporarily to 
help the market. But, under this prop- 
osition, the treasury could go to the 
Reserve and sell a bond that had not 
been in private hands before and the 
proceeds of that bond would be auto- 
matically credited to the Reserve 
Bank’s books. It would be manufac- 
turing purchasing power in the same 
way we did back in the Twenties when 
you took a note to the bank and got 
credit on your note; and you took it to 
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the broker and bought stock and the 
stock went up and you got paper 
profits and you pyramided on that. 

That is what is in Van Nuy’s propo- 
sition. Why are they doing it? I 
think I can tell you. In order to raise 
the sums that have to be raised under 
this program they must go down to 
the C.I.O.’s and the A. F. of L.’s and 
bankers and newspaper editors and 
everybody else, and they must make the 
taxes so stiff that you are going to say, 
“Oh, oh, I thought this was the great 
party that was going to make some- 
body else pay the bill.” 

And, you are going to say, ‘Why, if 
that is what they are, why are they 
spending 27 million dollars for pub- 
licity agents? Why are they traveling 
these bureaucrats all over the country ? 
Why the O.C.D.?” Maybe it is not 
fair to mention that, because it is prac- 
tically out. 


FiAT BONDS 


But, they are asking for this power 
to manufacture fiat bonds, and that is 
all it is. If it was currency everybody 
would understand it but because it is 
bonds it has a fine name. They are 
doing that because they are afraid to 
go to the people and tax them the 
way they ought to do; and if they do 
not tax the people the way they should, 
then they are doing via this bond plan 
exactly what France did. When France 
began to overdraw her national bank 
account, she began to get into trouble, 
and that is what is proposed in this 
bill. 

If it were not for that one thing, I 
could be pretty cheerful about the 
whole picture. All the other forces are 
working to bring about a correction, 
but if we get off on this one tangent 
and authorize the Congress to print 
bonds—bear in mind, incidentally, 
that our standing currency now is left 
at eleven and a half million dollars and 
the normal is five. What is that six 
and a half for? I do not need to tell 
you—the people are hoarding currency. 

Now, what does it mean? If we get 
this power to issue fiat bonds, fine and 
dandy. We will create purchasing 
power hand over fist, and prices will 
go through the roof, and everybody 
will be happy for a while. But, when 
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the process comes to its logical end, 
we can not print it fast enough and the 
manufacturer will say, “I can’t stay 
with the game. I buy my materials at 
one price; I set my selling price at an- 
other; and before I can get the goods 
sold, the prices are out of sight, and 
I can’t keep up with it.” 

When this happens, it is too late to 
look back and say that the financing 
was wrong. But, that is what Dr. Han- 
son wants, and he is on our payroll. 
He is the one who says debts are an as- 
set and the interest on debts is a great 
income. 

Well, gentlemen, that is one side of 
the picture I commend to you to watch 
most closely. If you have any influ- 
ence, use it to prevent the passage of 
Van Nuy’s bill. 


“Every Excess CAUSES A DEFICIT” 


The sum of it is, as I have said, if 
we have a philosophy, we can take it. 
For myself, I have gotten a great deal 
out of Emerson in the last two years 
because it is so applicable to what is 
happening today. The simplicity of 
it: “Every excess causes a deficit; every 
deficit is this excess. Every sweet hath 
its sorrow; every evil its good. Every 
faculty which is a receiver of pleasure 
has an equal penalty put upon its 
abuse. Not until we are sorrily stung 
and shot at does indignation arise 
which arms a man.” 

Think of Pearl Harbor! Think what 
that indignation has done. “When he 
sits on the cushion of advantage he 
goes to sleep, but when he is pushed, 
tormented, defeated, he has a chance to 
learn. Then his wound heals and he 
becomes invulnerable.” 

“It is impossible,” he says, “for a 
man to be cheated by anyone but him- 
self. There is a third silent party to 
all our bargains.” It seems to me that 
third silent party is nature, and nature 
is talking to us now. Nature is telling 
you that for everything you gain, you 
lose something else. There is always 
some leveling circumstance that puts 
down the overbearing, the strong, the 
rich, the fortunate on the same ground 
with others. ‘‘Nothing arbitrary, noth- 
ing artificial, can endure.” 

It seems to me these truths provide 
something for us to think about, to ap- 





ply, to drink in, and when these damn- 
able things come along, one has a 
philosophy to measure against them. 
Having a philosophy, one considers 
the immediate in relation to what will 
follow according to your philosophy. 
Even the sun spot theory shows that 
after about twelve or fifteen months 
we are going to have some pretty good 
times. Take that for what it is worth, 
but all of these cyclical barometers are 
pointing the same way. Within a year 
or eighteen months, things are going 
to be better. 

Do not stake your money on any one 
of them but consider them all a part 
of nature. Get out your Emerson on 
Compensation and see how many times 
you can apply the events of the day to 
what he has said about it, and he said 
it only a hundred years ago. 


RICH AND FAT AND LAzy 


So, for me, these are the truths, this 
is the philosophy. I see our country 
rich and fat and lazy, taking the easy 
way all of this time. Now the signs 
of pay day are becoming more visible, 
and as they become more visible the 
more certain we may be that our coun- 
try is going to turn for the better. 

QuEsTION: Mr. Hanna, I take it 
from your reaction to Mr. Hanson’s 
article that you disagree with him. 
What is your guess or prediction as to 
the practical way and the rate at which 
this debt might be retired? Can we 
pay it out in taxes? 

Mr. HANNA: I should not say we 
could pay it right away but I think we 
can stop increasing it. I do not think 
you can treat any debt as an asset. My 
principal complaint about Hanson is 
that instead of teaching people to be 
thrifty, he will make them think, 
“Well, we don’t have to worry about 
this debt. Let's have some more of 
it.” 

QuEsTION: Do you think, Mr. 
Hanna, that the tide has turned to a 
degree sufficient to be able to anticipate 
major changes in the Congress this 
coming fall? 

Mr. HANNA: That is getting my 
neck out a long way. This is a guess. I 
think everything points to it. I think 
that the necessary things that have to 
be done in the next three months to 














keep the ball rolling on the program 
we have set up are such that we are 
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QUESTION: Mr. Hanna, you 
preached to us a good deal the . s ' 
way many ministers preach to 20 Points of Superiority 
their congregations, about things 
that we pretty well agree with 
you on. I think your audience 
here is with you pretty thor- 
oughly, but who is preaching to 
these voters down in the C.I.O. 
and A. F. of L.? Who is telling 
them what is wrong? How are 
we going to get any votes 
changed in the mext year or 
two? Will anything but calamity 
change their votes as long as 
they are prosperous? 


Mr. HANNA: Taxes will change it 
pretty fast. 

QUESTION: Taxes, maybe, but we 
are going to stall them. 

Mr. HANNA: The Truman Commit- 
tee revealed that there are about two 
million eight hundred thousand in the 
C.I.O. and three million two hundred 
thousand in the A. F. of L., approxi- 
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back to the local communities and 
those communities made a man prove 
that he could not get a job, it would 
reduce that to a level of the people 
that can not get work and can not work 
at anything. Of course, you would 
have to accompany that by eliminating 
the 40-hour week and minimums, and 
many of the other things. 

QUESTION: Do you think the thing 
will swing far enough back to elimi- 
nate the 40-hour week ? 

Mr. HANNA: I think Congress 
would vote that tomorrow if a certain 
party would tell them to. All the 
polls, all the press opinion, everything 
is opposed to it. It is just one man 
trying to figure out what other racket 
he can think of to offset the loss of 
votes. 


QUESTION: Do you think we 
can look forward to some type 
of governmental regulation of 
organized labor in the immedi- 
ate future? 


Mr. HANNA: Well there is a line of 
inquiry about the British system. My 
guess is that it is likely to turn out like 
prohibition. The American way is not 
to do things half way and then adopt 
a policy. We do it the whole way, 
110 per cent., and overdo it, and then 
we irritate so many people that in the 
come-back we wipe everything out. 

I would not be any more surprised 
to see the Wagner law and the 40-hour 
law wiped clean off the books than I 
was when prohibition went out. It is 
prohibition by nature of human activity 
and we are getting the same extremes 
now as we did in prohibition when we 
had the extreme of a life for a pint. 

We have rulings stating that because 
a man’s bag goes across a state line, 
the hotel where he stops is engaged 
in interstate commerce—in order to 
get the 40-hour week in the hotel. 
Those extreme and ridiculous things in 
the American way build up a snowball 
which finally says ‘‘To hell with the 
whole works.” 

Now, I do not suppose one man out 
of a hundred in politics will agree to 
that today, but they said the same thing 
in 1930 when we talked about pro- 
hibition; that if they were not careful 
they were going to wipe the whole 
thing out. 
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QuESTION: The closed shop 
and union shop controversy is 
probably going to get a lot 
worse before we can anticipate 
any reasonable change for the 
better, in your opinion? 


Mr. HANNA: The new board has 
to do something about it pretty soon. 
Unless it adopts a reasonable policy, 
which it has never done before; unless 
it adopts a principle, which it has not 
yet done, the reaction will either come 
immediately or it will come as the re- 
action of the people develops. 

QUESTION: Mr. Hanna, what do 
you think about the prospects of a 
capital levy in the near future ? 

Mr. HANNA: Not a chance. There 
are too many union fellows with capi- 
tal. (Laughter) 
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trust property if he survived the life 
beneficiary. The theory of this decision 
(Helvering v. Hallock, 309 U. S. 106 
(1940) ) is that only on the death of 
the settlor is the beneficiary assured of 
having a permanent right to the trust 
property, and that the settlor’s death is 
the event which finally ends all the 
settlor’s possible rights therein. 

In view of the decisions which I 
have discussed, it is clear that nothing 
short of an absolute gift or an abso- 
lutely irrevocable trust is sufficient to 
take property out of a decedent's estate 
for estate tax purposes. 


INSURANCE FOR ESTATE TAX 
AVOIDANCE 


The only field in which a liberal op- 
portunity for estate tax avoidance still 
remains is that of insurance. In addi- 
tion to the fact that insurance, payable 
otherwise than to the decedent's estate, 
is subject to a special exemption of 
$40,000 (this is above and beyond the 
gift tax exemption of $40,000 and the 
ordinary estate tax exemption in the 
same amount), the statute requires that 
any insurance, in order to be taxable 
as part of a decedent’s estate, must 
have been taken out by the decedent. 
In other words, if insurance on a dece- 





dent’s life was “taken out” by some 
one other than the decedent, the pro- 
ceeds of the policy are not in any event 
part of the decedent’s estate. 

The words “taken out” have been 
variously defined by the Treasury and 
the courts. After considerable vacilla- 
tion, the Treasury adopted an interpre- 
tation, which remained in effect until 
1941, under which a policy was re- 
garded as “taken out” by a decedent if, 
and only if, at the time of his death he 
owned the equities of ownership in 
the policy, that is, the right to obtain 
loans thereon, the right to the cash 
surrender value, the right to change 
beneficiary, and so on. This meant that 
even if the insured had applied for 
the policy and paid all the premiums 
thereon, nevertheless if some one else, 
on the date of the insured’s death, held 
the equities of ownership and conse- 
quently could have cashed the policy 
in, the policy was not regarded as hav- 
ing been “taken out’ by the insured. 


“TAKEN Out’ DEFINITION 
CHANGED BY T.D. 5032 


On January 10, 1941, however, the 
Treasury Department issued T.D. 5032, 
which changed the definition of “taken 
out” and declared that henceforth a 
decedent would be regarded as having 
“taken out” insurance to the extent to 
which he had paid the premiums there- 
on. Unjust retroactive application of 
this new definition was prevented by a 
statement that the new definition 
would not be applicable to policies on 
which all the equities of ownership 
had been transferred to another before 
January 10, 1941, if the insured did 
not pay any premiums after that date. 

From T.D. 5032 it would be easy to 
gain the impression that the equities 
of ownership test was completely abol- 
ished, and that insurance on a dece- 
dent’s life would not be taxable to 
his estate if he had paid all the pre- 
miums thereon, even though he owned 
the equities of ownership at the date 
of his death. However, this is probably 
not the case, as some general language 
in T.D. 5032 leaves open the possi- 
bility that the proceeds of insurance 
policies, even though not taken out by 
the insured under the new definition, 
may still be regarded as part of his es- 
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tate under other statutory provisions 
defining the taxable estate. 

This being true, in order to be sure 
that insurance payable to others than 
his estate, in excess of $40,000, will 
definitely not be taxed as part of his 
estate, it behooves an individual inter- 444 
ested in tax avoidance, not only to | | | | I] 
pay none of the premiums, but also to ‘i 
assign all equities of ownership in such F 
insurance prior to his death. It is also Bs 
essential that he eliminate from his 
policies any possibility of reverter in 
himself or his estate in either the equi- 
ties of ownership or the insurance pro- 
ceeds; otherwise it is probable that the 
insurance will be taxed as part of his 
estate under the principles of the Hal- 
lock case. On this point see Chase Na- 
tional Bank v. United States, 116 
F. (2d) 625 (1940). 
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If, on the basis of the above, an in- 
dividual decides to assign the equities 
of ownership in certain policies of in- 
surance to his wife, and to surrender 
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mium to his wife and have her endorse 
them. Neither will it be sufficient for 
him to give her cash in an amount 
equal to or greater than the premiums, 
and then have her pay the premiums 
herself. Nor will it be sufficient to 
arrange that she pay the premiums out ae 
of what available cash she may have, 
and that the husband will then reim- 
burse her for the payments. However, 
while the matter is not entirely clear, 
it would probably not be regarded as 
an indirect payment of premiums by 
the husband if he gave the wife cer- 
tain securities or other income-produc- 
ing property, absolutely, and she there- 
after paid the premiyms out of the 
income from such property. 

Of course, it must be borne in mind 
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that if the premiums are paid by the 
wife and the wife becomes the owner 
of all the equities of ownership, at 
least the cash surrender value of the 
policies would be regarded as part of 
her estate if she predeceases her hus- 
band. Furthermore, difficult tax prob- 
lems, which there is no time here to 
discuss, arise in connection with the 
possible death of the wife after the 
death of her husband, depending on 
how the insurance proceeds are payable. 


The Step Transaction Rule 

Before concluding, I will comment 
very briefly on a rule developed by the 
United States Supreme Court which, 
although more frequently applicable 
to corporations than to individuals, is 
common to both, and is the most re- 
sounding blow that the court has ever 
struck at the effectiveness of tax avoid- 
ance devices. I refer to the “step trans- 
action” rule. 

Although previously foreshadowed, 
the rule was really given birth in full 
maturity by the court’s decision in 
Gregory v. Helvering, 293 U. S. 465 
(1935). There a taxpayer, in order to 
consummate in tax-free form a sale of 
securities which would otherwise re- 
sult in taxable income, followed a 
devious course of procedure, involving 
the formation of a corporation, its re- 
organization, and its almost immediate 
dissolution. Each step of the transac- 
tion fell clearly within the non-recog- 
nition of gain provisions of the Reve- 
nue Act. In spite of this, the Supreme 
Court looked through the methods em- 
ployed to the fact that the transaction 
was in essence a sale of securities and 
a realization of gain thereon, and on 
this basis held the transaction taxable. 
Mr. Justice Sutherland characterized 
the procedure followed as “an opera- 
tion having no business or corporate 
purpose—a mere device which put on 
the form of a corporate reorganization 
as a disguise for concealing its real 
character, and the sole object and ac- 
complishment of which was the con- 
summation of a preconceived plan, 
not to reorganize a business or any 
part of a business, but to transfer a par- 
cel of corporate shares to the peti- 
tioner.”” 

The doctrine of the Gregory case 
was applied and carried forward in the 
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later case of Higgins v. Smith, 308 
U. S. 473 (1940). 

In that case Mr. Smith sold certain 
stock to his wholly owned corporation 
and attempted to. take a loss on the 
sale. This was done in 1932, when the 
disallowance of loss provision of Sec- 
tion 24(a) of the Revenue Act did 
not yet disallow losses between an in- 
dividual and his wholly owned corpo- 
ration (the provision disallowing such 
losses was only enacted in the Revenue 
Act of 1934). The court nevertheless 
disallowed the loss on general princi- 
ples, stating: 

“The Government urges that the prin- 
ciple underlying Gregory v. Helvering finds 
expression in the rule calling for a realistic 
approach to tax situations. As so broad 
and unchallenged a principle furnishes only 
a general direction, it is of little value in 
the solution of tax problems. If, on the 
other hand, the Gregory case is viewed as 
a precedent for the disregard of a transfer 
of assets without a business purpose but 
solely to reduce tax liability, it gives sup- 
port to the natural conclusion that transac- 
tions, which do not vary control or change 
the flow of economic benefits, are to be 
dismissed from consideration.” 

A further illustration of the step 
transaction principle is found in the 
fact that the Treasury has recently 
taken the position that where a closely 
held corporation with only common 
stock outstanding, desiring, in order 
to advance certain objectives of its 
stockholders, to issue some preferred 
stock to them, carried through an ex- 
change of old common for new com- 
mon and new preferred, falling liter- 
ally within the provisions of Section 
112 of the Revenue Code to the ef- 
fect that no gain or loss is recognized 
from a recapitalization, the steps fol- 
lowed should nevertheless be disre- 
garded and the transaction should be 
viewed for tax purposes as a taxable 
stock dividend. 

To sum it up, if a taxpayer con- 
templates a transaction which, if car- 
ried out in the normal manner, would 
involve realization of income, and, in 
order to save taxes and without other 
business purpose he carries out the 
transaction in a manner which would 
be tax free under a literal interpreta- 
tion of the Revenue Act, the courts 
will regard him as still having realized 
taxable income. 

In the evolution of the step transac- 





tion rule, the overruling by the Su- 

preme Court of the principle of United 

States v. Isham—that “if the device is 

carried out by the means of legal forms, 

it is subject to no legal censure” —is 
complete. If Mr. Isham today, in order 
to save stamp tax, issued in the form of 

a non-taxable draft an instrument 

which would be interpreted as in legal 

effect a taxable promissory note, he 
would almost certainly be required to 
pay the stamp tax thereon. 

Perhaps the following is a fair re- 
statement of the present attitude of the 
courts towards tax avoidance: 

1. Transactions carried out and steps 
taken for the sole purpose of tax avoid- 
ance, and having no other business 
purpose, will be disregarded. 

2. In a case of doubtful construction of 
a tax statute, the courts will presume 
that Congress intended to go as far as 
it could in imposing the tax. 

3. In order to avoid a tax, a taxpayer 
must show that his case lies outside 
both the letter and spirit of the law; 
but in order to impose a tax the Gov- 
ernment need only show either that 
the transaction falls within the law’s 
letter or that it falls within the law’s 
spirit. 


HOUSE GROUP IS NAMED 
TO DRAFT S.E.C. CHANGES 


Chairman Lea of California of the 
House Interstate Commerce Committee 
announced March 16 appointment of a 
subcommittee to draft amendments to 
the Securities Act of 1933 and the 
Securities Exchange Act of 1934. 

The subcommittee will be headed by 
Mr. Lea and will include Representa- 
tives Cole of Maryland, Crosser of 
Ohio, Wadsworth of New York and 
Paddock of Illinois. 

As the basis of its work it will use 
the voluminous record of hearings con- 
ducted last year on changes in the two 
acts recommended by the New York 
Stock Exchange and the New York 
Curb Exchange, the Securities and Ex- 
change Commission and _ representa- 
tives of the brokerage business. 


“Small Loan Laws of the United States” 
—Pamphiet 37, fourth edition, December 
10, 1941; “Consumer Loans by Commer- 
cial Banks” —Pamphlet 40, first edition, Oc- 
tober, 1940; ‘Consumer Credit Controls” 
—Pamphlet 42—May, 1941. Published by 
Pollak Foundation for Economic Research, 
Inc., Newton, Massachusetts. Price of all 
pamphlets is ten cents each, seven dollars 
per hundred, postpaid. 

















REVIEWS of Recent Business Publications 


“GENERAL ACCOUNTING,” by H. A. 
Finney. Published by Prentice-Hall, Inc., 
New York, N. Y. Price, $5.35. 

In this book Mr. Finney has covered the 
accounting field concisely and in plain lan- 
guage, in one volume. The need has been 
great for some time for a work of this type. 
As set forth in the Preface, “this book is 
for laymen and for students who, although 
not interested in accounting as a profes- 
sion, realize the importance of a general 
familiarity with the subject.” Illustrations 
are contained therein, comparing certain 
problems with every-day occurrences which 
add greatly to its simplicity. 

Every business man and every investor 
should avail himself of this opportunity to 
understand the language of commerce. In- 
cluded in this work is a complete audit 
report setting forth the results of a year’s 
operations of a manufacturing concern. 
Business men who have never seen the re- 
sults of the professional accountants’ work 
should examine this section thoroughly, and 
determine whether or not such a report of 
their concern would be of value to them. 
Persons desiring to study accounting, 
whether for professional purposes or other- 
wise, would benefit considerably by reading 
this book before doing so. 

Reviewed by W. Brooks GEORGE. 


“FINANCING THE WAR,” a symposium 
published by the Tax Institute, Philadel- 
phia; 366 pages, $2.50. Bibliography and 
index. 

In this, the first work of its kind to ap- 
pear since the United States entered the 
war, the Tax Institute has furnished a kind 
of blueprint for the nation to follow, if we 
are to avoid the devastating spiral of infla- 
tion. The book comprises eighteen authori- 
tative chapters covering various phases of 
war finance, with each chapter prepared by 
an expert. It is required reading for every 
economist, and is highly desirable reading 
even for the average citizen who is won- 
dering about the shape of things to come 
on the home front. 


Reviewed by Harvey M. KELLEY. 


“CORPORATE TAXATION AND PRO- 
CEDURE IN PENNSYLVANIA,” by Leigh- 
ton P. Stradley, Esq., and I. H. Krekstein, 
C.P.A., Commerce Clearing House, Inc., 
New York, and Chicago. Two volumes, 
1144 pages, fabrikoid, $15. The volumes 
are priced at $10 singly. 

While the taxes considered in Volume I 
are the principal taxes imposed upon ordi- 
nary business corporations, in Volume II 
the taxes treated are of more specific appli- 
cation. An exception is the Corporate Loans 
Tax which applies to the usual types of 
business companies. The Personal Property 
Tax also is embodied in this volume and 
is of interest primarily to individuals and 
general partnerships. 

The divisions of the book are designated 
as Titles, containing from two to seven 
chapters, and are: Gross Receipts Tax, 
Taxes on Insurance Companies and In- 
surance Business, Tax on Shares of Finan- 
cial Institutions, Taxes on Miscellaneous 
Financial Institutions, Personal Property 


Tax, Taxable and Exempt Property, and 
Corporate Loans Tax. A table of more than 
nine hundred cases begins on Page 577, 
and an extensive index of all subjects com- 
pletes the book. 


Reviewed by Harvey M. KELLEY. 


“PERSONNEL MANAGEMENT —Princi- 
ples, Practices and Point of View,” by Wal- 
ter Dill Scott, Robert C. Clothier, Stanley 
B. Mathewson, and William R. Spriegel. 


Published by McGraw-Hill Book Company, 
New York. Third Revised Edition, 1941. 
$4.00. 

This standard work on personnel man- 
agement has been brought up to date on 
personnel practices and legislation and re- 
mains a solid, thorough text on one of 
the fastest-growing professions in the 
world. Certainly the personnel function of 
management is one which, in the last dec- 
ade, has been the subject of more discus- 
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Esleeckh THIN PAPERS 


In an endeavor to conserve essential raw materials, 
the Government has requested that the maximum weight 
of rag content Onion Skin and Manifold papers be sub- 
stance 9. We have decided therefore, to discontinue sub- 
stance 10 EMCO ONION SKIN. 


As a substitute, we strongly recommend substance 9 
FIDELITY ONION SKIN, which is the identical quality 
and price. This paper is stocked in every large city in the 
U. S. and it has been nationally advertised for many years. 
Those merchants who have been stocking both substance 
9 White Fidelity Onion Skin and substance 10 White 
Emco Onion Skin, will be in a position to concentrate on 
a larger and more complete stock of FIDELITY ONION 
SKIN. This will allow them to give better service and 
still reduce the total number of stock items. 


FIDELITY ONION SKIN will be stocked at the Mill 
in White, substance 714 and 9—Cockle, Smooth and 
Glazed finishes. It will also be carried in 7 Colors— 
Cockle and Smooth finishes—substance 9 only. The col- 
ors will be Blue, Canary, Cherry, Green, Tuscan, Pink 


If you have been using or recommending Emco Onion 
Skin, we hope that you will cooperate with us by sub- 
stituting FIDELITY ONION SKIN—an outstanding 
value in 100% rag content Thin Papers. 


ESLEECK MANUFACTURING CO. 
TURNERS FALLS, MASS. 
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sion and Congressional attention than most 
others. Like controllership, conditions be- 
yond management’s control have brought 
it into the limelight. 

The historical development of the per- 
sonnel movement is traced, and then the 
authors present the basic principles of per- 
sonnel administration and show how to or- 
ganize the personnel function, giving charts, 
forms, and diagrams. Stress is laid on ade- 
quate records and how to gather them, in 
particular the three main records: qualifica- 
tion cards, occupational descriptions, and 
the personnel control chart. 

Methods for better and more careful se- 
lection are stressed, as well as introduction 
of the new employee and how to check up 
on his performance once he is working. 
Those who have wondered how deeply to 
probe into a prospective employee’s soul 
will be surprised by the diagnostic inter- 
viewer's guide. 

Especially helpful are the six chapters on 
judging people, which trace developments 
in testing from early beginnings down to 
the present, with appropriate examples and 
illustrations. There is some excellent ma- 
terial on merit rating which should inter- 
est every reader. The outline of induction 
procedure is complete and readily adapt- 
able to offices. There is also a valuable 
chapter on training the executive and su- 
pervisory force. 

The treatment of job analysis, job classi- 
fication, and job rating, as well as the chap- 
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ter on wage and salary control, leave some- 
thing to be desired. More space and study 
could easily have been accorded these as- 
pects. 


“INVENTORY TRENDS IN TEXTILE 
PRODUCTION AND DISTRIBUTION,” 
by Hiram S. Davis. (No. 7 of “Inventory 
Policies in the Textile Industries” by the 
Industrial Research Department of Whar- 
ton School of Finance and Commerce, Uni- 
versity of Pennsylvania.) Published by The 
Textile Foundation, Washington, D. C. 
70 pages. 50 cents. 

After analyzing the advantages and dis- 
advantages of various inventory policies in 
practice, this study declares that a substan- 
tial portion of the inventory problems 
which have beset textile mills during the 
past decade arose from a general failure to 
perceive impending market changes and 
adjust operations accordingly. 

Mr. Davis recommends that there be set 
up a central intertrade statistical office by 
the textile industries and related trades, to 
provide statistical guides which would ap- 
prise manufacturers, converters, and dis- 
tributors of impending market changes. 

The report describes nine statistical 
guides which, on the basis of experience 
during the 1930's, should be helpful. They 
are: 1) commitment position of buyers at 
each intermediate market level between mill 
and consumer; 2) billed-and-held goods at 
mills; 3) unfilled orders by delivery month; 
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4) unfilled orders by whether blanket or 
specified; 5) buyers’ stock position on 
merchandise; 6) inventory position of the 
market; 7) unsold mill stocks; 8) new 
orders, production, unsold stock by con- 
structions; 9) and prospective supply ver- 
sus prospective deliveries. 

Commenting on the practicability of such 
a program, the report states that distributors 
are nearly as badly in need of information 
to guide their operations as are the mills, 
and that the program would also offer 
some advantage to converters, providing a 
basis for cooperative action. The function 
of the proposed intertrade statistical office 
would be the collection of commitment and 
related statistics from distributors, con- 
verters, and others on a sample basis, and 
the collation in a summary report of these 
statistics with those on mill operations al- 
ready being collected by various mill agen- 
cies. 

The report suggests that such an agency 
could be operated by a professional staff 
under the direction of an intertrade board 
composed of representatives of all of the 
various trade associations which would be 
concerned, ranging from mill to distributor 
organizations. Trade associations could help 
to stimulate the intelligent application of 
the guides thus provided, the report states, 
by fostering conferences of junior execu- 
tives at which the application of statistics 
to the problems of individual companies 
would be demonstrated. 

Four policies for managing product in- 
ventories which are examined in the report 
are (1) manufacturing to order only, (2) 
selling from current or future production, 
(3) manufacturing to stock, and (4) the 
flexible policy of manufacturing to order 
or to stock as the price outlook warrants. 
It is pointed out that a choice among these 
policies is largely limited by the character 
of the product and the circumstances of the 
individual company, so that no single pol- 
icy can be recommended for general adop- 
tion. 

There is offered in the report, however, 
a check list of important considerations 
which a company should take into account 
in developing its policy. Classifications 
under which these factors are set forth are: 
risks involved in stocking product; im- 
portance of overhead costs in product's 
manufacture; market conditions under 
which product has to be sold; the com- 
pany’s productive equipment; its manage- 
ment talent; its selling methods; its market 
position; and its resources and obligations. 

The place of inventories in the textile 
business is examined and inventory trends 
during the 1930’s are reviewed in detail 
in the first half of the report as a basis for 
recommendations contained in the latter 
half. 


“CURTAILMENT OF NON-DEFENSE 
EXPENDITURES,” by Henry P. Seide- 
mann, Brookings Institution, Washington, 
1941. 54 pages. 











“CONTROLLERS’ MANUALS OF IN- 
STRUCTION,” by Committee on Techni- 
cal Information and Research, Controllers 
Institute of America. Published by Con- 
trollers Institute of America, New York, 
N. Y. 72 pages. 1941. $1.00. 

Controllers’ Manuals of Instruction is a 
report prepared by the committee on tech- 
nical information and research of the Con- 
trollers Institute of America. In it the com- 
mittee presents its findings as to the extent 
of use and types of manuals used by con- 
trollers or other accounting officers. It is 
the result of a two-year study made by a 
committee of forty-five members. 

The committee attempts to present the 
facts as it found them in an impartial and 
unbiased way. In this it has succeeded. The 
report gives ample notice of the great dif- 
ferences of opinion which exist today among 
experienced corporate accounting officers 
both as to the desirability of manuals at 
all and as to the forms they should take. 
Excerpts from, or samples of, manuals in 
actual use at once illustrate variety of form, 
purpose, and application and give an in- 
sight into the wide range and diversification 
of subjects and detail which some manuals 
attempt to cover. The committee’s own 
suggestions are helpful, well chosen, and 
temperate. 

Controllers and accountants should find 
much that is helpful in this study of their 
contemporaries. Public accountants and au- 
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ditors will obtain a broad and comprehen- 
sive view of the general problem of man- 
uals and their setting, and many useful 
hints on application. 

The Controllers Institute has made a 
timely and worthy introduction to a highly 
controversial subject which has had too 
little attention from the textbook writers. 

A. R. M. Boy Le. 


(Reprinted from “The Journal of Ac- 
countancy” for February, 1942) 


“DEFICIT SPENDING AND THE NA- 
TIONAL INCOME,” by Henry Hilgard 
Villard. New York: Farrar. 429 pages. 
$3.50. 

The effects of deficit spending in the 
decade from 1929 to 1939 is discussed in 
this book, which begins with the crash of 
the stock market and ends with the first 
repercussions of the European war on the 
United States. By concluding the discussion 
before defense spending became important, 
the volume confines itself to a period of 
stagnation. A careful calculation of federal, 
state, and local expenditures for the last 
ten years show the forces of work during 
the period, but Villard’s own conclusions 
are so cautiously drawn as hardly to change 
anyone’s estimate of the times. 


“ECONOMIC ANALYSIS,” by Kenneth 
Ewart Boulding. New York: Harper & Bros. 
809 pages. $4.25. 

Designed primarily as a text, this book 
is intended also as a “contribution to the 
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development and systematization of the 
body of economic analysis itself.’”” The book 
is divided into two sections, based on two 
methods of analysis. First, the analysis is 
carried on in terms of demand and supply, 
and in the second part, the marginal tech- 
nique is introduced. 

The book is a difficult one and makes de- 
mands on the reader. It presents a strong 
anti-socialist case. 


“THE OUTLOOK FOR PRIVATE EN- 
TERPRISE IN AMERICA,” by Sumner H. 
Slichter. Reprint of an address delivered by 
Professor Slichter before the convention of 
the Investment Bankers Association of 
America, December 2, 1941. 23 pages. 
Copies available through the Investment 
Bankers Association, 33 South Clark Street, 
Chicago. 


“MORE FOR YOUR MONEY’—is the 
sixty-third of a series of popular, factual 
10-cent pamphlets published by the Public 
Affairs Committee, 30 Rockefeller Plaza, 
New York City. Copyright 1942. 

This pamphlet was prepared under the 
auspices of The Institute for Consumer 
Education, Stephens College, Columbia, 
Missouri, on the basis of information gath- 
ered by the Temporary National Economic 
Committee and other research materials. 
According to the pamphlet, development 
of more satisfactory standards for goods 
available to individual consumers would 
go far in offsetting the losses in purchasing 
power due to higher prices. 
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“WHAT THE COURTS HAVE SAID” 
in interpreting The National Labor Rela- 
tions Act, by Herbert O. Eby, Attorney, 
National Labor Relations Board. Published 
by Washington Legal Publications, 2107 
Pennsylvania Avenue, N.W., Washington, 
D. C. Price $3.50. 


This is a labor law manual of great 
value to those interested in labor rela- 
tions problems. It is the only compact, 
ready-reference handbook on labor law, 
analyzing all the leading cases decided by 
the Courts during the first five years of 
Labor Board litigation and their signif- 
icance as affecting the rights of employer 
and employee under the Act. Each of 
the fourteen chapters is prefaced with 
background material and pertinent sec- 
tions of the Act, and comprehensive sub- 
ject and case indexes make immediately 
available the precedents on every decided 
issue. 

Reviewed by H. M. KELLEY. 


“STATE SUPERVISION OF LOCAL FI- 
NANCE,” by Wylie Kilpatrick. Public Ad- 
ministration Service, 1313 East 60th Street, 
Chicago, 1941. 65 pages. $1.25. 

Dr. Kilpatrick is well versed in the sub- 
ject of public finance, and this publication 
shows it. Since every state supervises local 
finance to some degree, the book is of 
course interesting to state controllers, and 
from a technical point of view should in- 
terest corporation controllers. 

The organization of supervisory agencies 
is treated, as well as accounting, auditing, 
reporting, budgets and expenditures, and 
debt administration. The study reveals, in 
every case, a four-fold supervision—control, 
joint cooperation, service and advice. Dr. 
Kilpatrick concludes that state supervision 
deserves creation of a separate state depart- 
ment of local finance. Auditing, he believes, 
can be done best by a combination of state 
and privately employed examiners. Dr. Kil- 
patrick also believes that the scope of su- 
pervision should be widened in most states, 
and should be effected through cooperation 
with local units rather than wielding the 
bludgeon of state authority over local gov- 
ernment. 


“THE CAPITAL GAINS TAX,” a study 
prepared by Elisha Friedman for the Amer- 
ican Taxpayers Association, January 5, 
1942. American Taxpayers Association, 
Munsey Building, Washington, D. C. Pam- 
phlet. 
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“MONEY AND BANKING,” by Fred- 
erick A. Bradford. Longmans, Green and 
Company, New York. 1941. 845 pages. 
$3.75. A revised edition of a standard text, 
which contains new material and illustra- 
tions, revised charts and diagrams. Sections 
treat of the nature and development of 
money and banking, the commercial bank- 
ing process, Federal Reserve policy and 
practice, the value of money, monetary and 
banking problems, and non-commercial 
banking. References for collateral reading 
are cited. 





“BETWEEN AUTOMATIC AND AU- 
THORIZATION PRICE FIXING,” by 
Edward G. Nourse, Brookings Institution, 
Washington, D. C. January, 1942. 38 pages. 
25 cents. Dr. Nourse has been working for 
three years on a study of the modern work- 
ing of the private enterprise system, ap- 
proached from the standpoint of price and 
production policies. The results of this 
study, of which this pamphlet is only Chap- 
ter I, are to appear in book form under 
the title: “Price Making in a Democracy.” 


Controller's Responsibility 
In Planning Plant Move 


When war-time expansion requires 
managements to move their plants or 
to establish additional plants at distant 
points, the controller renders very val- 
uable service in selecting the site and 
planning and executing the move, ac- 
cording to an article in the March 
Journal of Accountancy entitled “So 
You Are Going to Move?” by Mr. 
George J. Thomas. 

The primary consideration, accord- 
ing to the author, is to fix the respon- 
sibility for the success of the move on 
one or more persons, and the control- 
ler carries a major portion of that re- 
sponsibility, along with the treasurer, 
production manager, personnel direc- 
tor, sales manager, secretary, president, 
heads of departments, and specially 
appointed committee heads. 

The problems for which the control- 
ler should be held responsible are 
listed on a chart which is intended to 
serve as a check-list. Under the head- 
ing of “Where to Move”’ is listed the 
problem of comparative tax rates, 
which is the first responsibility of the 
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controller. Taxes to be considered are 
city or state land tax, building tax, and 
personal property tax; city water tax; 
city and/or state sales tax; gross vol- 
ume tax; occupancy tax; state fran- 
chise tax; state income tax (personal 
and corporate); state unemployment 
taxes; city or state licenses; and others. 
Under comparative costs of transpor- 
tation facilities, it is the controller who 
is responsible for products purchased. 
It is also his duty to determine the 
comparable labor rates for each class 
of workers. Comparative power and 
light costs, water costs, and material 
costs increase at new location and at 
competing points, and comparative 
telephone and telegraph rates are other 
problems allocated to the controller. 
He must also decide whether closer 
distance to raw materials or manufac- 
tured product will reduce inventory re- 
quirements. 

The controller must also decide 
whether to move at the peak or valley 
of production period and of inventory 
holdings. The cost and loss of orders 
must be considered in this connection. 
A further question coming under the 
controller's heading will be whether 
or not proposed sites add to present 
upkeep costs or reduce them. Also to 
be computed by the controller are ex- 
penses in connection with new plumb- 
ing, power and light, and heating con- 
nections. 

Mr. Thomas is a member of the ad- 
missions committee of the Controllers 
Institute and has been appointed 
Chairman of the Eastern Spring Con- 
ference Committee. 














Dun and Bradstreet Scores R. F. C. Loans, 
Says Banks Doing Better Job of War Loans 


In providing credit for war indus- 
tries, bankers are paying more atten- 
tion to the ability of the manufacturers 
to handle the defense contracts than to 
precise financial information as the 
basis for bank credit, according to Roy 
A. Foulke, manager of the specialized 
report department of Dun & Brad- 
street, Inc., in a credit survey issued 
March 10. 

The importance of the ability of the 
manufacturer to perform, it was said, 
lies in the fact that many concerns are 
now receiving contracts to produce ar- 
ticles that they never made before. 

“An industrial concern that is able 
to finance the manufacture of defense 
and war products in a normal manner 
with short-term bank loans is free from 
the tremendous amount of red tape 
which seems to accompany financing 
by the Federal Government,”’ the sur- 
vey states. “If credit is required in ex- 
cess of the anticipated amount, addi- 
tional funds can be obtained more 
easily in this everyday routine from a 
banking institution than from the Fed- 
eral Government. The greater part of 
working capital financing for war pro- 
duction purposes is now being fur- 
nished by commercial banks and trust 
companies in accordance with recog- 
nized practices. 

“Probably a substantial portion of 
the loans made to war industries by 
the R.F.C. has been made as a last 
resort, after searching investigation and 
analysis by banking institutions had 
failed to reveal a sound basis for the 
extension of credit. The procedure for 





The American Institute of Ac- 
countants announces that it will 
conduct its fifty-fifth annual 
meeting in the Palmer House, 
Chicago, from September 28 to 
October |, inclusive. 


This is one week later than 
the Eleventh Annual Meeting 
of The Controllers Institute of 
America, which will open 
September 21, 1942, at the 
Palmer House, Chicago. 














obtaining a loan from the R.F.C. ts 
neither short nor sweet. It generally 
involves negotiations of three to nine 
weeks and the submission of elaborate 
forms to district offices, which report 
to the headquarters in Washington, 
where decision is finally made by the 
board of directors. 

“When the loan is granted the 
R.F.C., in accordance with its estab- 
lished practice, generally limits man- 
agement compensation, takes whatever 
security is available to protect the loan 
and insists on having an agreement 
that the management may be changed 
while the loan is outstanding if the 
executive personnel is not satisfactory 
to the lender. 

“Many manufacturers actually have 


a choice between using adequate bank 
credit or an advance from the Federal 
Government. The potential bank credit 
might be on unsecured notes, on the 
assignment of claims against the Fed- 
eral Government or on any other bank- 
able basis. The management might 
select the advance and use it in lieu 
of bank credit, as no interest must be 
paid on the advance from the Federal 
Government. The concern, however, 
must be a prime contractor as Federal 
Government advances are not made to 
subcontractors. A surety bond is re- 
quired for the full amount of the ad- 
vance payment, and the cost of this 
instrument at 114 per cent. of the ad- 
vance eats very materially into the 
savings in interest.” 








future service to all industry. 


REMINGTON RAND is not merely ‘‘the 
world’s largest office equipment company.’ 
Today our production of direct war ma- 
terials is booming. In addition, our widely 
varied types of business machines and 
systems are depended on to speed war 
production, control inventories, reduce 
waste, save time. Of all these types, none 
is more essential than Remington Rand 
Punched-Card Accounting and Tabulating 
Machines, “front-office machine tools” in 
scores of war factories and government 
bureaus. 

MOUNTING government demands for 
this equipment have increased our need for 
men to assist war production companies 
and government agencies in obtaining the 
many exclusive benefits of these machines. 


ARE YOU DRAFT-DEFERRED 


YET EAGER TO HELP WIN THE WAR AND 
TO PLAN YOUR PERMANENT FUTURE? 


THE TABULATING MACHINES DIVISION of Remington Rand 
urgently needs a number of men, to receive specialized training for 
immediate service to government offices and war industries ... 


YOUR APPLICATION must be by letter ONLY. Give detailed 
qualifications, a good recent photograph, phone number. Your letter will 
be held strictly confidential. If advisable, a personal interview will be 
arranged later at our expense. WRITE IMMEDIATELY to J. H. Mannear, 
Director of Personnel, Tabulating Machines Division, Remington Rand 
Inc., 465 Washington St., Buffalo, N. Y. 


and for 


WE GIVE YOU a thorough schooling (4 
months in classroom, 3 months in field). 
The starting salary is modest, but is sub- 
stantially increased three months later. 
Your salary and railroad tare are paid 
during training — afterward, liberal com- 
pensation increases and advancement to 
management position will result from 
demonstrated merit. 

TO QUALIFY, you must not only meet 
the conditions in our headline. but you 
must like to work, must have sound edu- 
cation (at least 3 years of accredited 
college), must be aggressive and have a 
pleasing personality, must be promotable 
and agree to work in any of our coast-to- 
coast field offices. We cannot consider you 
if you are now employed in a war industry. 
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COMMITTEE ON POST WAR 
CONTROLLERSHIP PROBLEMS 


Oscar N. LINDAHL, Chairman 
Carnegie-Illinois Steel Corporation, Pitts- 
burgh. 

Davip R. ANDERSON 
The Kendall Company, Walpole, Massa- 
chusetts. 

GEORGE M. ARISMAN 
Armstrong Cork Company, 
Pennsylvania. 

WituiaM B. C. BARRETT 
Hugo Stinnes Corporation, New York 
City. 

PEARCE F. BOYER 
Republic Steel Corporation, Cleveland. 

J. F. BRANDT 
Swift & Company, Chicago. 

EDWIN F. CHINLUND 
Postal Telegraph System, Inc., New York 
City. 

THOMAS W. DINLOCKER 
S K F Industries, Inc., Philadelphia. 

FRED DUNNING 
The Yale & Towne Manufacturing Com- 
pany, New York City. 

FRANZY EAKIN 
A. E. Staley Manufacturing Company, 
Decatur, Illinois. 

F. C. ELSTOB 
International Business Machines Corpora- 
tion, New York City. 

FRANK J. FELL, JR. 

Pennsylvania Railroad Company, Philadel- 
phia. 

C. C. GIBSON 
The Paraffine Companies, Inc., San Fran- 
cisco. 

HERBERT A. GIDNEY 
Gulf ‘ sil Corporation, Pittsburgh. 

FRANK L. GRIFFITH 
The Peoples Gas Light & Coke Company, 
Chicago. 

GEORGE H. HEss, JR. 

Great Northern Railway Company, St. 
Paul, Minnesota. 

CLIFFORD A. HILL 
Dravo Corporation, Pittsburgh. 

H. H. HOLLINGER 
Firestone Tire & Rubber Company, Akron, 
Ohio. 

CHARLES C, JARCHOW 
American Steel Foundries, Chicago. 

MARVIN W. KIMBRO 
General Foods Corporation, New York 
City. 

EDMOND S. LAROSE 
Bausch & Lomb Optical Company, Roches- 
ter, New York. 

CHARLES B. LUNSFORD 
The Equitable Life Assurance Society of 
the United States, New York City. 

Lioyp D. McDONALD 
The Warner & Swasey Company, Cleve- 
land. 

FRANCIS J. MCWILLIAMS 
Federal Shipbuilding and Dry Dock Com- 
pany, Kearny, New Jersey. 

M. B. Morton 
Colgate-Palmolive-Peet Company, Jersey 
City, New Jersey. 


Lancaster, 





WARREN L. MULLE 


American Locomotive Company, New 
York City. 

C. E. O’NEIL 
National Bondholders Corporation, New 
York City. 


CHARLES A. PACKARD 
Worthington Pump and Machinery Cor- 
poration, Harrison, New Jersey. 
G. R. PALMER 
The Standard Register Company, Dayton, 
Ohio. 
E. F. C. PARKER 
General Baking Company, New York City. 
LEROY V. PORTER 
New York Central System, New York 
City. 
PAUL D. PREGER 
The North American Company, New 
York City. 
FRANK §S, REITZEL 
Sun Oil Company, Philadelphia. 
ARTHUR T. ROBERTS 
Socony-Vacuum Oil Company, Inc., New 
York City. 
JOHN SANDERSON 
The Sperry Corporation, New York City. 
ARTHUR T. SAUNDERS 
Balfour, Guthrie & Company, Ltd., San 
Francisco. 
HENRY F. STORCK 
Ford, Bacon & Davis, Inc., New York 
City. 
CHARLES H. YARDLEY 
The Penn Mutual Life Insurance Com- 
pany, Philadelphia. 


MEETINGS OF CONTROLS 


DETROIT 


Topic: “HOW COUNTY HOME RULE 
WOULD AFFECT YOU AS AN IN- 
DIVIDUAL AND AS A CORPORA- 
TION” 


The Detroit Control met March 11 in 
the Judge Woodward Room of the Hotel 
Statler. 

Mr. James M. Leonard, Director of Re- 
search of the Detroit Bureau of Govern- 
mental Research addressed the group on 
the subject of “How County Home Rule 
Would Affect You as an Individual and 
as a Corporation.” 

For the past fifteen years Mr. Leonard 
has been with the Bureau of Govern- 
mental Research, and since 1931 he has 
been on the staff of Wayne University as 
a Professor in Federal and Local Govern- 
ment. In 1934, he was Chairman of the 
Commission of Inquiry into Local Gov- 
ernment and at that time issued a report 
on the Government of Detroit Metro- 
politan Area emphasizing the duplication 
of various costs. 


DISTRICT OF COLUMBIA 


Topic: “LATIN AMERICA FACES A 
WORLD AT WAR” 
The regular monthly meeting of the Dis- 
trict of Columbia Control was held March 
24 at the Carlton Hotel. 


180 


Dr. George Howland Cox, Director of 
the Inter-American Center of George Wash- 
ington University, spoke on the subject, 
“Latin America Faces a World at War.” 


HARTFORD 


Topic: “INVENTORY VALUATION 
AND RESERVES” 

The City Club was meeting place for 
the Hartford Control, March 12. 

Mr. Floyd Pearce, President of the 
Control led a discussion on “Inventory 
Valuation and Reserves.” 

Mr. Pearce discussed the following: 
Valuation of inventories at cost or mar- 
ket, whichever is lower; valuation of 
same at standard or at actual cost, in- 
cluding the treatment of standard cost 
variation with respect to inventory; treat- 
ment of obsolescent and inactive inven- 
tory stocks and ways of providing ade- 
quate reserves for same; method of cre- 
ating inventory reserves against losses due 
to excessive stocks; consideration of “last 
in-first out’ method of handling inven- 
tory. 


KANSAS CITY 


Topic: “WHAT ONE FAMILY IS 
DOING ABOUT INFLATION” 


The Kansas City Control met March 16 
at the Kansas City Club. 

Speaker was Mr. Thornton Cooke, 
President of Columbia National Bank, 
Kansas City, Mo. Mr. Cooke told of “What 
One Family Is Doing About Inflation.” 

Mr. Cooke laid a broad foundation fot 
his subject by discussing inflation in gen- 
eral and the policies which might curtail 
its growth. As the most dependable con- 
trol for the inflationary movement now un- 
der way, he named a high rate of taxation 
and the purchase of defense bonds at the 
the expense of consumption of consumer 
goods, with the hope of truly effective price 
control legislation becoming just a little 
brighter. 

Mr. Cooke accepts as good inflation 
hedges common stocks for those who can 
select them wisely, and productive farm 
lands for those who can give proper man- 
agement. 


LOS ANGELES 


Topic: “THE CONTROLLER AND 
COSTS” 

The March meeting of the Los Angeles 
Control was held March 19 at the Clark 
Hotel. 

Mr. D. S. Jeppson of Lane-Wells acted 
as chairman, and the group discussed 
“The Controller and Costs,” developing 
present angles as to the controller’s work 
in connection with cost accounting. 


MILWAUKEE 
Topic: “PRESENT-DAY PROBLEMS 
OF CONTROLLERSHIP” 


On March Sth the Milwaukee Control 
met at the University Club, 
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The speaker for the occasion was Mr. 
John A. Donaldson, National President 
of the Controllers Institute of America, 
Vice-President and Treasurer of Butler 
Brothers, Chicago, Illinois. Mr. Donald- 
son's topic was “Present-Day Problems of 
Controllership.” 


NEW ENGLAND 


Topic: “THE OPERATION OF FLEX- 
IBLE BUDGETS UNDER NA- 
TIONAL EMERGENCY CONDI- 
TIONS” 

The New England Control held its 
regular session March 17 at the Univer- 
sity Club, Boston, Mass. 

Mr. S. R. Shave, Director of Budgets, 
Westinghouse Electric and Manufactur- 
ing Company, spoke to the group on “The 
Operation of Flexible Budgets Under 
National Emergency Conditions.” 


NEW YORK CITY 


Topic: “PROBLEMS IN CONTROL- 
LERSHIP ARISING OUT OF THE 
WAR PROGRAM” 

The New York City Control met 
March 19 in the Gothic Room of the 
Shelton Hotel. 

The speaker of the evening was Mr. 
William J. Casey, Chairman of the Board 
of Editors of the Research Institute of 
America, Incorporated, who discussed 
“Problems in Controllership Arising out 
of the War Program.” 

Recently made head of the Research In- 
stitute’s Washington Bureau, Mr. Casey 
operates between there and New York 
on a commuter’s schedule and spends a 
good part of his time in Washington in 
active contact with the places where much 
of today’s vital news for industry is be- 
ing made. He is also editor-in-chief of 
the Institute’s “Business and Defense Co- 
ordinator” and co-author of “Adjusting 
Your Business to the New Legislation.” 


PITTSBURGH 


Topic: “FINDING THE MANPOWER 
FOR THE WAR PRODUCTION 
PROGRAM” 

The Assembly Room of the Fort Pitt Ho- 
tel was the meeting place for the Pitts- 
burgh Control March 23. 

Speaker on that occasion was Mr. Car- 
man B. Smith, Field Supervisor, United 
States Employment Service, and his topic 
was “Finding the Manpower for the War 
Production Program.” 

Mr. Smith graduated from the University 
of Wisconsin in 1917. During the last war 
he was a Captain in the United States Ma- 
rine Corps and served in the A.E.F. For the 
past nine years he has been with the United 
States Employment Service which is part of 
the Federal Social Security Board. During 
the last two years he has been Chairman 
of the Employment Committee of the Pitts- 
burgh Personnel Association. 


ST. LOUIS 
Topic: “RECENT DEVELOPMENTS 
IN EXTENSION OF BANK 
CREDIT” 

The St. Louis Control held its regular 
monthly meeting March 30 at the Mis- 
souri Athletic Club. 

Mr. Arthur F. Boettcher, Assistant 
Vice-President of the Boatmen’s National 
Bank, Loan Division, addressed the group 
on “Recent Developments in the Exten- 
sion of Bank Credit.” 


SAN FRANCISCO 
Topic: “SCIENTIFIC DISCOVERIES 
IN ENGINEERING, BORN OF 
OUR WAR EFFORT, WHICH 
HOLD GREAT SIGNIFICANCE 
FOR PEACETIME INDUSTRY” 


The regular monthly meeting of the 
San Francisco Control was held March 19 
in the Hotel St. Francis. 

Guest speaker was Mr. F. T. Letch- 
field, Assistant Vice-President, The Wells 
Fargo Bank and Union Trust Company. 
Mr. Letchfield, an outstanding industrial 
engineer, addressed the group on ‘‘Scien- 
tific Discoveries in Engineering, Born of 
Our War Effort, Which Hold Great Sig- 
nificance for Peacetime Industry.” 


SYRACUSE 
Topic: “PATENT LAW AND LEGIS- 
LATION” 

The March meeting of the Syracuse 
Control was held at the Industrial Club, 
March 17. 

The speaker of the evening was Mr. 
M. D. Emmett Thompson of Bodell & 
Thompson, Patent Lawyers, Syracuse, 
N. Y., and his subject was “Patent Law 
and Legislation.” 


TWIN CITIES 
Topic: “PERSONNEL PROBLEMS 
FOR 1942” 

The Twin Cities Control met March 3 
at the Saint Paul Athletic Club. 

Mr. Victor Christgau, Director of the 
Minnesota Division of Employment and 
Security, discussed ‘Personnel Problems 
for 1942.” 

Mr. Christgau reviewed the recent at- 
tempt to federalize the unemployment 
insurance program as a background for 
his discussion. He stated that the gov- 
ernors of the various states joined in a 
non-partisan manner to defeat the -pro- 
posal, feeling that it was a major test in 
retaining the dual system of government. 
The governors felt that the problem of 
unemployment compensation in_ their 
states was entirely one for state jurisdic- 
tion and that federalization of the unem- 
ployment insurance program would lead 
the way towards complete domination of 
other phases of state government by 
Washington. They pointed out that only 
three states had major problems of unem- 
ployment caused by the transition to de- 
fense work, specifically, Michigan, New 
York and California, and that in each of 
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these instances their state unemployment 
funds were large and state legislative ac- 
tion could undoubtedly be put through 
to control the situation. 

The speaker also said that adequate 
Statistics are not available as to the effect 
that the transition to war industries will 
have on unemployment. Late in January 
the State of Michigan had approximately 
138,000 unemployed due to this cause 
and at that time they expected the total 
to go as high as 250,000. Present indica- 
tions are that the original estimates have 
proven to be entirely too high and that 
the transition is being made much more 
rapidly than was originally thought pos- 
sible. 

Referring to the state situation, Mr. 
Christgau pointed out that unemployment 
benefits in 1941 were less than in 1940 
and that 1942 to date has shown a similar 
decrease. Indications are that unemploy- 
ment will continue to decline in Minne- 
sota during the balance of the year. He 
also stated that under the Minnesota law, 
individuals who change to positions at a 
higher salary and then are laid off are 
eligible for benefits, such benefits to be 
charged to the base period employer. In 
the construction types of business this is 
a major problem at the present time and 
it will be a problem in many types of 
business as pH san work grows. This will 
be a detriment to the merit rating of 
original employers in cases where defense 
employees are retained only during the com- 
pletion of a specific contract and then 
are laid off. Mr. Christgau stressed this 
as one of several administrative difficul- 
ties which his department is meeting and 
he suggested that careful consideration 
should be given to revisions in the law 
at the next session of the legislature. 

At the conclusion of his talk there were 
a number of questions, and, in answering 
one concerning the outlook for post-war 
unemployment, the speaker pointed out 
that leading economists throughout the 
country are giving serious consideration 
to this matter and, in his opinion, there 
is no reason for a major period of un- 
employment, provided sufficient advance 
planning is done. A number of case his- 
tories were presented for discussion and 
Mr. Christgau showed how these brought 
out the administrative difficulties in in- 
terpreting the present Minnesota law. He 
said he would welcome all possible as- 
sistance, both from the standpoint of 
building up precedence for the decisions 
made by his office and towards corrective 
legislation. 


BALTIMORE 
Topic: GENERAL DISCUSSION 
The regular monthly meeting of the 
Baltimore Control was held on March 11 
at the Lord Baltimore Hotel. The mem- 
bers spent the time in discussing the in- 
dividual problems and practices of their 
companies. Plans were completed for 
the April and May meetings. ‘Priorities’ 
is the subject for the meeting on April 
8, and all members are urged to be present. 
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CHICAGO 
Topic: “THE WAR’S EFFECT ON 
THE ECONOMIC SYSTEM—THE 
SHORT VIEW AND THE LONG 

VIEW” 

The March meeting of the Chicago Con- 
trol was held at the Crystal Room of the 
Union League Club March 24. 

Speaker was Dr. Neil H. Jacoby, na- 
tionally recognized authority on govern- 





Every manufacturer will be interested 
in how the Diebold CARDINEER 
Rotary File revolutionized cost con- 
trol work for this prominent Detroit 
concern. Now, all records revolve on 
an electrically operated wheel. A touch 
of the switch brings the desired record 
to correct position for quick location. 
Result: 1. Billings are on time. 2. Produc- 
tion and customers’ orders cleared promptly. 
3. Accurate pricing of inventories with full 
evidence for auditors. 

Write today without obligation for 
folder “1264” giving complete details 
of this installation. 


DIEBOLD SAFE & LOCK CO.° Canton, Ohio 
Branches in: New York, Boston, Philadelphia, 
Washington, Pittsburgh, Detroit, Cleveland, 
Chicago, St. Paul - Minneapolis, St. Louis 






ment finance and taxation. Dr. Jacoby came 
to the University of Chicago as a graduate 
student in economics after finishing at the 
University of Saskatchewan. His doctor's 
dissertation was on “The Economics of Re- 
tail Sales Taxation.’” He is the author of 
‘Retail Sales Taxation,” published in 1932; 
“Intergovernmental Fiscal Relations in Illi- 
1940; and “Term Lending to Busi- 


nois,” 
in 1941. Dr. Jacoby also served as 
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special consultant on taxes for the Governor 


of the State and as chairman of the Illinois 
Emergency Relief Commission. When the 
State of Illinois adopted the sales tax in 
1933, he was appointed supervisor of the 
legal and research division of the State De- 
partment of Finance. After four years in 
this position, he resigned to manage the 
research department of Lawrence Stern and 
Company, Chicago investment bankers. 


BRIDGEPORT 


Topic: “RECENT TRENDS IN STAND- 
ARD COST METHODS WITH 
PARTICULAR REFERENCE TO 
INVENTORY COSTING AND 
VALUATION UNDER VARYING 
OVERHEAD RATES” 

The regular meeting of the Bridgeport 
Control was held March 4 at the Univer- 
sity Club. 

Vice-President of the Control, Mr. J. T. 
Foerth, acted as discussion leader on the 
subject, “Recent Trends in Standard Cost 
Methods with Particular Reference to In- 
ventory Costing and Valuation under 
Varying Overhead Rates.”’ 


BUFFALO 


ROUND-TABLE DISCUSSION 

The Buffalo Control met March 3 at 

the Park Lane. A round-table discussion 
was held. 


CINCINNATI 


Topic: “PERSONNEL PROBLEMS” 

The March 10th meeting of the Cin- 

cinnati Control was held at the Hotel 
Sinton. 

“Personnel Problems” was the topic 
discussed by Mr. L. R. Frazier, Assistant 
Director of Personnel, The Kroger Gro- 
cery and Baking Company, Cincinnati. 

Discussion leaders included Mr. Harry 
W. Altvater, The Emery Industries; Mr. 
Norman W. Kurz, The Wright Aeronau- 
tical Corporation; Mr. Maurice T. Lind- 
quist, The Kroger Grocery and Baking 
Company; Mr. Walter S. March, The 
Central Trust Company; and Mr. Russell 
E. Welch, the U. S. Printing & Litho- 
graph Company. 


CLEVELAND 


Topic: “BETTER BUSINESS BUREAU 
ON YOUR BALANCE SHEET” 

The March meeting of the Cleveland 
Control was held March 10 in the Green 
Room of the Hotel Cleveland. 

Speaker for the evening was Mr. John 
L. O'Brien, Manager Merchandising Di- 
vision of The Cleveland Better Business 
Bureau, Inc. His subject was “Better 
Business Bureau on Your Balance Sheet.” 

Mr. O’Brien has been associated for 
some time with the Cleveland Better 
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Business Bureau, Inc., in various capaci- 
ties, and was recently promoted to Man- 
ager of the Merchandising Division. He 
is a member of the Cleveland Junior 
Chamber of Commerce and the Independ- 
ence Village Board of Education. 


DAYTON 


Topic: “CONSERVATION OF MA- 
TERIALS AND THE USE OF SUB- 
STITUTES” 

Monthly meeting of the Dayton Control 
was held March 12 at the Van Cleve Ho- 
tel. 

The meeting consisted of a round-table 
discussion on the subject ‘Conservation 
of Materials and the Use of Substitutes.” 
Ideas were developed for discussion at 
the Mid-West Conference to be held at 
the Netherland Plaza Hotel in Cincinnati, 
May 17 and 18. 


PERSONAL NOTES 


Glenn P. Smith President Chattanooga 
Control 


Mr. Glenn P. Smith, of the Tennessee 
Valley Authority, Chattanooga, was elected 
president of the newly formed Chattanooga 
Control at a meeting held February 16, of 
members and prospective members. 

Mr. Shannon M. Gamble, of Standard- 
Coosa-Thatcher Company, was chosen vice- 
president, and Mr. Floyd Delaney, of The 
Interstate Life Insurance Company, was 
elected secretary-treasurer. At that meeting 
an application for a charter for a Control 
was executed and forwarded to the national 
headquarters of The Controllers Institute 
of America. 

Another meeting of the Chattanooga 
members and applicants for membership 
took place March 9, with everyone present 
except one member who was out of the 
city. There were a number of guests in at- 
tendance, who are prospective members. 
The evening was devoted to a discussion of 
income tax subjects, related more to pro- 
posed revisions of the Revenue Act than 
to the provisions of the 1941 Act. 

The next meeting of the Control will 
take place April 14. By that time it is ex- 
pected that the charter of the Control will 
have been presented by a representative of 
the national office. Appointment of com- 
mittees will complete the organization of 
the Control. 


Buffalo Control Has New Secretary 


The unexpired balance of Mr. W. S. 
Corrie’s term as secretary of the Buffalo 
Control will be filled by Mr. Walter H. 
Winter, The Symington-Gould Corpora- 
tion, Gould Coupler Works, Depew, New 
York. Mr. Corrie, who has moved to an- 
other city, has done an exceptionally fine 
iob as Secretary. 


Accepts Committee Appointment 

Mr. John V. Bowser, controller, The 
Westinghouse Air Brake Company, Pitts- 
burgh, has accepted appointment as a 
member of the Committee on Ethics and 
Professional Standing. His acceptance 
was not received in time to include in 
the list published in the March issue of 
THE CONTROLLER, of members of that 
Committee. 





Fridén Automatic Calculators are Sold and Serviced by a 
Factory trained personnel in over 250 Company controlled 
Sales Agencies throughout the United States and Canada. 


Mr. George H. Richards, formerly secre- 
tary and treasurer of the Celluloid Corpo- 
ration, Newark, New Jersey, which was 
recently merged with the Celanese Corpora- 
tion of America, has become general man- 
ager of the Celanese Celluloid Corpora- 
tion, New York, New York. He has been 
a member of The Controllers Institute of 
America since April 27, 1932. His mem- 
bership certificate number is 103. 











An American Achievement...a Calculator 
that is so completely automatic that all 
mental and physical effort is eliminated 
from its operation. Created by American 
designers and engineers to fulfill every 
need in modern business and scientific 
requirements. Demonstration proves this. 
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Mr. Lambert R. Walker, formerly as- 
sistant secretary of the Commercial Credit 
Corporation, is with the Bankers Com- 
mercial Corporation as new business con- 
sultant on the financing of accounts re- 
ceivable and war contracts. 

Mr. Wallace G. Kileen was appointed 
controller of the Eastern aircraft division 
of General Motors Corporation, February 
12. Mr. Kileen formerly was assistant 
controller of General Motors in charge 
of the central office cost section in De- 
troit. 

Mr. Harry F. Glass, controller and sec- 
retary-treasurer of Distillers Corporation 
Seagrams, Ltd., died February 23 in his 
office in Montreal. Mr. Glass was 61 years 
old and was a director of the company, 
as well as of Joseph E. Seagrams and 
Sons, Ltd., and Maryland Distillery. From 
1924 to 1927 he was auditor of the city 
of Halifax. 

Mr. N. P. Zech has resigned as comp- 
troller of Middle West Service Company, 
effective March 1, 1942, and the Board of 
Directors has elected Mr. C. E. Packman 
as his successor. Mr. Zech will continue 
his association with the company in an 


advisory and consulting capacity. Both 
Messrs. Zech and Packman are members of 
The Controllers Institute of America. 

Mr. John H. MacDonald is now assistant 
to the vice-president and general manager 
of the National Broadcasting Company. He 
is in charge of labor relations, pay roll 
matters, budgets, special appropriations, 
general service activities, and such other 
administrative matters for which the vice- 
president and treasurer is responsible as 
are assigned to him by the vice-president 
and general manager. At their meeting on 
March 6 the directors of the National 
Broadcasting Company appointed Mr. Mac- 
Donald as assistant secretary of the com- 
pany. 


HENRY R. HOLMGREN 


Mr. Henry R. Holmgren, controller of 
The Pullman Company, passed away sud- 
denly on January 23, 1942, as he was pre- 
paring to leave his office. He was a valued 
member of the Chicago Control of The 
Controllers Institute of America, among 
whose members he had many friends and by 
whom he was highly regarded. His mem- 
bership certificate is Number 1549. 
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When he was only twelve years old, Mr. 
Holmgren began work for The Pullman 
Company as an office boy. After having 
worked up to the position of chief clerk 
he was made Auditor of Disbursements in 
1917. Successively he became Assistant 
General Auditor, General Auditor, and in 
1936, Comptroller, the position which he 
held at the time of his death after fifty-two 
years of service. 

Mr. Holmgren lived at 1014 South Lin- 
den Avenue, Highland Park, Illinois. He 
was a Knight Templar belonging to the St. 
Bernard Commandery, and was a Past Mas- 
ter of the Masonic Lodge of Glencoe, IlIli- 
nois. He was noted for his interest in civic 
affairs and for his love for the out-of-doors. 
He and his family spent much of their 
spare time at their summer home at Kelly 
Lake, Wisconsin. 


Executive Accountant Wanted by 
Retail Organization 


A large retail organization is desirous of 
engaging the services of an Executive Ac- 
countant. The applicant should be not less 
than thirty-five years of age, be employed at 
present in an administrative capacity in a 
large organization, able to deal with prin- 
cipals, and who has had previous substantial 
public accounting experience in a senior 
capacity with a reputable firm. Replies, which 
will be treated as strictly confidential, should 
include detailed statement of experience, sal- 
ary earned, and education. Address 380, The 
Controller. 
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CONGRATULATES INSTITUTE FOR 
SUCCESSFUL EFFORT 


To Managing Director: 


Permit me to congratulate you and Mr. 
Hamrick, Chairman of The Institute’s Com- 
mittee on Cooperation with the Treasury 
Department, on your part in the success- 
ful effort to get the Treasury Department 
to reverse its previous ruling with respect 
to applications for extension of time to file 
income and excess profits tax returns. 

The typical hardboiled attitude of the 
Treasury Department in originally chang- 
ing a ruling which has been in effect for 
years, permitting the Collectors to grant ex- 
tensions at their discretion, was a headache 
to all of us, and I am glad to see that The 
Institute has been instrumental in getting 
them to see the light. 

With best personal regards, I am 


D. B. WEBSTER 
Garlock Packing Company 
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Take care of your Office Machines 


so they can have more War Machines 


Underwood Elliott Fisher 
Helps Speed the Nation’s Victory! 


Underwood Elliott Fisher Company 


One Park Ave., N. Y. Nationwide Service 


Invest in America! Buy Defense Bonds and Stamps 


Underwood can help! 


What does this add up to? Calling for Underwood 
Maintenance Service in time adds up to a 
heap of good sense ... and helps your country. 
Today, every Underwood Sundstrand Adding- 
Figuring Machine is precious because it must 
be made to last longer. A Maintenance Agree- 
ment will do that and keep them in tip-top 
condition. And instruct your staff to call for 
Underwood Service when any one of your 
machines gives less than its usual efficient 
performance. 
“A stitch in time saves nine” 









Take a letter to al) Executives, Miss Bell. “Your 
typewriters, because of the present emergency, 
have become more valuable than ever. I know 
your typists do their best to keep them at top 
efficiency by proper cleaning. But the best 
possible conservation measure is to take ad- 
vantage of the Underwood Maintenance 
Agreement. This provides for regular inspec- 
tion of your machines. It is, in effect, an 
insurance policy covering the efficient opera- 
tion of your typewriters. Ask us for details.” 
“For want of a nail, the shoe was lost” 


He’s in the Army now! Better take good care of 
that Sundstrand Payroll Machine, honey! It 
takes Uncle Sam’s approval to get you a new 
one. Remember this one thing. There is some 
one in the Underwood Maintenance Depart- 
ment always at the other end of the phone. 
“Never put off ’til tomorrow .. .” 


Supplies, too, belong in your Conservation program. 
Did you ever think of how important they are 
at a time like this? For instance, you want 
ribbons and carbon papers that give the clear- 
est possible reproduction with longest possible 
wear. The answer is Underwood Elliott Fisher 
Supplies. Who else should you turn to for 
such supplies, but the maker of the machines 
themselves ? 








So you've got a War Contract? 


Mr. Controuier: The bulk of your job, since 
your firm converted, comes under that gregari- 
“costs.” With profits limited and 
unreported costs may mean 


ous item of 
taxes climbing, 
disaster. 

Take the single item of Equipment Costs. If you 
are working as an “operating agent” of the 
government—or on a basis—you 
will be held strictly accountable for the pur- 
chase and utilization of all property. You must 
be able to show proof of such utilization. Not 
today, perhaps, but years from now—whenever 
the government chooses to audit your records. 


“cost-plus” 


Transfer of equipment is a similar problem. 
When a machine is moved to another job, your 
equipment cost must be assigned to the new 


work. At the same time, improvements, re- 
pairs, and betterments should be assessed as a 
cost in the finished product. 


It’s YOUR job to ascertain and record these 
costs. But YOU can’t collect the facts yourself. 
Nor will YOUR records be complete unless the 


ADDITIONS & REPAIRS 


operating records in your shop and plant supply 
you with accurate data. It’s the records that sup- 
ply your Cost Record, that determine your extent 
of control. 


That’s why Karpex VistBLE REcorDs are 
your best solution for this complex recording 
problem. They're complete—every factor is 
entered on a single card. They’re signalled— 
pertinent data is emphatically high-lighted, 
assuring attention where emphasis is needed. 
They re swift—self-indexed for rapid reference, 
immediately accessible for instant posting. And 
they re safe—a card can’t be hidden or lost. 


The Kardex Property Record shown below— 
now being used by a famous war producer 
operating on “cost plus”—is but one of many 
hundreds of Kardex systems serving the Na- 
tion’s production line. Examine it with an eye 
for what it can do for YOU. For further data, 
write Remington Rand, Buffalo, N. Y.—or 
phone the branch office in your town. No 


obligation, of course. 


@ You glance down the Kard- 
ex slide. No need to “dig”’ un- 
derneath—titles are self-in- 

exed, depreciation is em- 
phatically signalled. Visibility 
assures swift reference, easy 
posting, absolute control. 


@ A single Kardex form carries 
all pertinent information, pre- 
serves it in a compact, central- 
ized record. Reference and 
audit is reduced to a simple, 
uncomplex procedure —facili- 
tating efficient cost accounting. 


@ The exclusive Kardex 
Graph-A-Matic signal visually 
reflects the accrued depreci- 
ation, permits it to be instant- 
ly identified. Itemized depreci- 
ation is recorded on the form 
in the upper Kardex pocket. 


REMINGTON RAND INC. 


“MICTORY IS OUR ONLY OBJECTIVE” 





